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I have been invited to discuss today the relation of the Agri- 
cultural Adjustment Act to National recovery. This is so vast a 
subject that I could not hope in one brief paper to deal with all 
its ramifications. Therefore, I will confine myself to a few of its 
outstanding aspects. 

The policy specifically laid down by Congress in the Agricul- 
7 tural Adjustment Act was to promote general recovery by pro- 
] moting farm recovery. On that basis the general public accepted 
7} the Act and the farmers cooperated with each other and with 
the government in accordance with its provisions. 

We know that the country accepted this identification of the 
farm problem with the national problem. Rarely has an act of 
such moment encountered less opposition at its birth. Non- 
farmers, as well as farmers, expected to benefit from it. Non- 
farmers who thought the matter through believed that fairer 
prices to farmers would be bread cast upon the waters. They ex- 
pected that the cost of the adjustment programs to them in the 
form of higher prices of food and fiber would be counterbalanced 
by increased industrial employment and trade. 

Many persons agree that the AAA has fulfilled one of its ob- 
jects. It has helped to increase the purchasing power of the 
farmers. You are all familiar with the statistical measurements 
and I need not elaborate upon them. One or two of the outstand- 
ing facts may be cited. Present indications are that the farmers’ 
gross income from production in 1935, and from rental and bene- 
fit payments, will exceed $8,000,000,000, as compared with 


1 This paper was read by W. F. Callender at the Twenty-sixth Annual Meeting of the American 


. Farm Economic Association at the joint session with the American Statistical Association, New York, 


December 27, 1935. 
(229) 


, 
ws 
] 


230 C. C. Davis 


$5,337,000,000 in 1932. For the United States as a whole the cash 
farm income from marketings plus rental and benefit payments 
was 48 per cent greater in 1934 than in 1932. It was 13 per cent 
higher in the first half of 1935 than in the first half of 1934. Since 
1932 the farm cash income, after paying fixed charges, has ad- 
vanced about 85 per cent. In 1933 and 1934 the producers of 
cotton, wheat, and tobacco benefited conspicuously. In this same 
period the corn-hog program began to rescue producers of these 
commodities from the pit of price depression. In 1934, the opera- 
tions of the Act softened the effects of drought in the stricken 
areas, and in 1935 hastened the progress of producers back 
toward desirable levels of production. Although it cannot be 
said that the increased farm income has been uniformly dis- 
tributed, all sections have benefited materially. 

Needless to say the operations that made up the AAA program 
are not to be credited for the whole of this improvement. Other 
national policies have contributed greatly, notably the devalua- 
tion of the dollar and farm credit relief. Something must be 
allowed also for the country’s natural recuperative powers. The 
drought, by adjusting supplies more radically than desirable 
either from farmer or consumer viewpoint, also had substantial 
effects in accelerating price increases of certain commodities, 
particularly livestock. The combined effect of the AAA and the 
drought on prices, through the adjustment of supply, has done 
more than the rental and benefit payments to increase the aggre- 
gate income of agriculture. It is difficult to measure the relative 
influence of the different causes of farm recovery, and to indicate 
exactly the weight that should be attributed to the AAA; but 
fortunately that is not my problem today. In this connection I 
simply wish to establish the fact that the AAA has certainly ac- 
complished one of its declared objects; under it, farmers have 
increased their incomes. 

My task is to inquire into the extent to which the AAA has 
accomplished its other object. Has it contributed to national 
recovery as well as to farm recovery? There is evidence that it 
has, although to prove this mathematically and beyond a shadow 
of doubt would probably be impossible. Improvement in con- 
sumer buying power in 1933 developed first in the agricultural 
areas, after farm incomes had begun to rise. Shipments of indus- 
trial goods to agricultural areas increased. There is a close correla- 
tion between the flow of income in the rural areas and the flow 
of rural business. As farm buying power improved, rural buying 


increased; and sales of industrial products in rural areas in- | 
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creased proportionately more than in urban areas. L. H. Bean, 
economic adviser of the AAA, recently presented these facts 
with adequate statistical detail in a review which the Agricultural 
Adjustment Administration issued as a press release on Decem- 
ber 20. While total retail trade for the United States was still 
shrinking, being only $25,000,000,000 in 1933 as compared with 
$25,600,000,000 in 1932, rural retail sales rose from $3,900,000,000 
in 1932 to $4,700,000,000 in 1933. In 1934, rural retail sales ad- 
vanced farther, to an estimated $5,800,000,000 in 1934, while total 
retail trade rose to $28,500,000,000. According to preliminary 
estimates, rural retail trade for 1935 will increase to 
$6,900,000,000 and total retail trade to $30,700,000,000. There is 
no question that, in point of time, a measure of industrial recov- 
ery has followed farm recovery; nor that increased rural buying 
has been an important part of the general improvement. But a 
time sequence is not necessarily proof of causal relationship. 
Undeniably the increased purchasing power which the farmers 
gained through their programs came from higher raw material 
costs which consumers as a whole paid. But how can we be 
certain that the redistributed buying power, after reaching its 
new location, came into the market for factory goods sooner 
and more abundantly than it would have done if it had never 
been transferred from the cities and towns to the farms? That 
is the crucial question, and it is one that cannot be answered 
with statistics alone. It involves too many intangibles. When 
farm income increased through the operation of the AAA and 
from other causes, farmers bought clothing, household sup- 
plies, automobiles, and farm implements. But it might be argued 
that the same money, if it had been retained in the cities, would 
have come into the market for an equal quantity of goods and 
services. A contention might be made that in such a case the 
recovery cycle would have started at a different point; that it 
would have begun in the cities and spread to the country instead 
of beginning in the country and spreading to the cities. Follow- 
ing such a line of thought, it might appear that in this way the 
improvement would have been just as great, though I personally 
think, and I will presently explain, that there are important rea- 
sons why this could not have been true. But the point I am mak- 
ing here is that statistics alone will not suffice to prove either 
case, and in my discussion I will not rely exclusively upon them. 
We need to ascertain the facts, estimate their value, and then 
reason from them to what seems to be the sound conclusion. 
There are three possible conclusions which might be reached: 
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(1) that the redistribution of income in agriculture’s favor nei- 
ther increased nor decreased the total spending, and had there- 
fore no effect on industry other than to influence the choice of 
consumable goods; (2) that the AAA decreased the total spend- 
ing, or, in other words, that recovery would have been further 
ahead had the proportion of the consumer’s dollar spent for 
farm products been left unchanged; and (3) that the AAA 
increased the total spending. 

One other possibility I will not discuss. That is, that by some 
special governmental device, purchasing power might have been 
transferred from the farms to the cities instead of from the cities 
to the farms. Such a measure was not even suggested by anyone 
for the simple reason that by the beginning of 1933 agriculture 
had already been drained of its buying power to the point of 
exhaustion. 

Still another conceivable alternative might have been, without 
transferring purchasing power from the farms, to confine recoy- 
ery measures exclusively to attempts to increase purchasing 
power first in the cities, with the idea that it later would spread 
to the farms. With enormous physical surpluses of agricultural 
products piled up, and with a large portion of agriculture’s 
export markets closed, agriculture suffered from a maladjust- 
ment much more deep-seated than urban industry. Increase of 
purchasing power in the cities would have helped agriculture 
to some extent, it is true; but it would not have melted away the 
accumulated farm surpluses nor would it have cured the situa- 
tion which had been brought about by the loss of export markets. 
Consequently agriculture would have been less able to take 
advantage of a rise in non-agricultural purchasing power than 
the rest of the nation was able to profit from an equal increase 
in farm purchasing power. In view of the situation I have just 
described, Congress and the nation assumed with almost com- 
plete unanimity in the spring of 1933 that agricultural recovery 
was an indispensable part of national recovery. The two addi- 
tional alternatives I have mentioned were not given serious con- 
sideration then, and I do not believe they need to be given further 
consideration now. 

Of the three remaining possible conclusions which I have out- 
lined, I shall try to show that the third is the most tenable one. 
There seems to be basis for the belief that the income redistribu- 
tion which took place in agriculture’s favor after 1933 started 
recovery sooner, and along a broader front, than any other redis- 
tribution would have done. 
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I am frankly assuming, you see, that some kind of a redistribu- 
tion of income was inevitable. Suppose the Federal Government 
had not helped farmers to obtain a larger share of the national 
income. It does not follow that the distribution of buying power 
would have remained unchanged. No one knows how far the 
continuing deflation would have gone, nor the extent to which 
purchasing power would have been redistributed thereby. The 
maintenance of very low prices for agricultural products might 
have permitted further drastic wage cutting; and the resulting 
redistribution of income in favor of employers would undoubt- 
edly have influenced tremendously the character and the volume 
of the national spending. Possibly such a redistribution of the 
available income would have encouraged lack of spending, or 
saving if you prefer the term. It might have encouraged invest- 
ment, or in other words the purchase of capital goods. It would 
certainly have affected spending in a manner different from that 
in which the actual redistribution did affect it. 

I shall try to show that the income redistribution effected 
through the AAA started general economic recovery; that it 
caused more total consumption, and therefore created more 
employment than any other redistribution of the national 
income would have caused, and that failure to divert more in- 
come to the farmers would have delayed national recovery indefi- 
nitely. The first point which I must establish is that the help 
given to agriculture did not leave the total volume of national 
spending unchanged, as seems to be imagined by those who hold 
that you do not affect spending by merely redistributing income, 
or, in other words, that the only way to get more spending is 
to get more income. It should be obvious that spending may 
increase even though the total national income remains constant, 
if the income circulates more freely among those who specially 
need goods. 

Fundamentally, the idea that the redistribution of income in 
agriculture’s favor has no effect on total spending assumes that 
the available national income will be spent somehow in any case. 
Concretely, it assumes that what the city dweller does not spend 
for farm products he will spend for other goods. It is. true 
enough that income and spending balance eventually. Income is 
derived from production, and sooner or later production and 
consumption balance. But the consumption of certain goods may 
be long delayed, and buying power may be hoarded. Only if 
savings were impossible would it be logical to contend that the 
distribution of income cannot affect the expenditure. By shifting 
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buying power to the farmers the national Government, I believe, 
caused this buying power to come into the market for non- 
agricultural goods and services more fully than it would have 
done if the distribution of income had been decided exclusively 
by a struggle between workmen and their employers. 

Certainly the increased income that went to the farms did not 
all come back into the industrial market. Much of it went to pay 
interest, overdue principal on farm debt, taxes, and other fixed 
charges. That portion of the national income diverted to agri- 
culture might, in the absence of such diversion, have found its 
way largely into investment, or into savings. But diverted to 
farmers, this income, as the evidence shows, has resulted in a 
heavy volume of purchases of manufactured goods. Mr. Bean 
finds that approximately 40 per cent of the 1932-34 increase in 
factory employment can be attributed to the improvement in 
rural trade. He calculates that approximately half of the 40 
per cent increase came directly through increased buying by 
farmers and the other half from buying in rural communities 
whose income depends largely on farm conditions. Rural retail 
trade approximated $5,800,000,000 in 1934, as compared with 
$3,900,000,000 in 1932. Sample studies have indicated that in the 
first year after the farm program was launched, shipments of 
manufactured goods used by farmers in farm production in- 
creased 75 per cent, and shipments of all industrial and manu- 
factured goods to agricultural areas increased nearly 40 per cent. 

When we consider the extent to which purchasing power was 
remaining inert in savings prior to 1933, I believe we cannot 
doubt that a still larger share of the shrinking national income 
would have been left unspent if the farmers had not obtained 
more nearly their fair portion. I do not wish to elaborate this 
point unduly. Nevertheless, it is a vital one. The idea that the 
farmers benefited chiefly at the expense of the poorer urban 
groups assumes that if these groups had not paid higher prices 
for farm commodities their total real income would have been 
larger. This assumption rests on two very questionable propo- 
sitions: (1) that in a period of tremendous competition for jobs 
they would have been allowed to retain the benefit of low farm 
prices; and (2) that a different redistribution of the available 
income would have brought about just as much reemployment 
as did the shift of purchasing power to the farmers. In a time of 
depression when there is a big surplus of labor, wages tend to 
adjust themselves to the cost of living; therefore, in the long run 
low farm prices permit and encourage low wages. It is not likely, 
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if wage costs had declined, that the increased industrial profit 
would have gone back immediately into industrial production, 
for with agriculture practically out of the market the demand 
for industrial goods would have been low and falling, and there 
would have been small incentive for investment in capital goods. 

Now I shall go on to establish, if possible, my other points. 
I think we may infer that the Government farm program by 
giving the farmers more income caused more total spending, 
because the farm group needed goods so desperately. The 
farmers needed goods even more than they needed to pay debts 
or taxes. With farm prices down below pre-war, as they were 
early in 1933, agriculture was practically indigent. Its deferred 
demand was enormous. By restoring farm prices more nearly 
to parity, the AAA helped to restore the rural-urban circulation, 
enabled a reciprocal interchange to take place once more, and 
broke the economic deadlock. The operation helped to move the 
wheel off dead center. 

Furthermore, the restoration of farm prices supported other 
prices. This was essential to the revival of trade. With prices 
falling, and with prospects of further rapid decline, everyone 
hesitates to buy. This is paradoxical but true. The process of 
price decline, if sufficiently long continued, encourages hoarding. 
Prices do not cover costs, and production declines generally. 
Eventually panic ensues. The first essential of business recovery 
is confidence in the price level. Ours is a price economy, and 
without confidence in the general price level business lags. By 
increasing and stabilizing farm prices, which form an important 
part of the entire price structure, the AAA helped to stabilize 
all prices. Furthermore, the increased buying by farmers brought 
fresh demand for non-agricultural goods and helped to stabilize 
their prices in this way also. 

It is difficult to overestimate also the contribution made to gen- 
eral recovery by the improvement that restoration of farm in- 
come effected in the eredit structure. Non-farmers have an 
enormous investment in farm mortgages and other evidences 
of farm debt. Once it became clear that improvement in farmers’ 
ability to pay would prevent the investment values from being 
wiped out, lending institutions gradually began to resume their 
functions. Revived farm purchasing power helped to restore 
stability in the financial system, and to protect the integrity of 
an enormous investment. This was essential to the continued 
existence of our present financial structure. Without an improve- 
ment in farm incomes to support it, the refinancing done for 
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agriculture by the Farm Credit Administration would have been 
of little if any avail. The restoration of agricultural solvency 
was essential to national solvency, and this the farm recovery 
measures helped to achieve. 

With the credit structure thus enabled to function properly, 
the farm recovery promoted non-farm recovery in still another 
way. As is well known, farmers through the operation of the credit 
system commonly receive payment for their crops before the 
consumer gets them. It became possible at once, after farm prices 
improved through the operation of the AAA and other national 
recovery measures, for financial institutions—some of them with 
government backing—to extend to farmers the money due them 
for their production. Moreover, the assurance of production 
control and the price increases that were bound to result made 
it possible for the government to extend commodity loans on 
cotton and corn at an amount higher than the then market price. 
These commodity loans put money into farmers’ hands sooner 
than if they had been without money until they sold their crops. 
The loans permitted farmers rather than speculators to reap the 
benefits of the subsequent price increases. It seems a reasonable 
assumption that the farmers needed goods worse than the specu- 
lators did, and therefore spent this money faster in ways that 
actually gave the business system constructive help. 

Much of this money appeared at once in the market for indus- 
trial goods. Statistics have shown that in 1933, 1934, and 1935 
the peak in rural retail sales followed, with only a brief lag, 
the autumn peak in farm cash income, and in each of these three 
years both peaks were much higher than they had been in 1930, 
1931, and 1932. The rural buying provided employment immedi- 
ately for industrial workers, whose earnings thus increased 
before their food costs rose. 

Over against the employment gains caused by farm buying 
must be set such employment losses as have been caused in the 
handling trades by the restriction in volume of agricultural pro- 
duction. This raises interesting questions as to the social desir- 
ability of having workers engaged in fields where their services 
are really needed, as to whether agriculture should be expected 
to continue to suffer just to provide employment in certain 
related lines, and as to how far excessive expansion of employ- 
ment due to excessive expansion of production would in any case 
be offset by excessive contraction of employment due to excessive 
contraction of production on the backswing of the pendulum. 
I will not go into these questions further in this paper. I simply 
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want to call attention to this factor as a part of the picture we 
are considering, and to point out that it is a minor loss in employ- 
ment compared to the major gains that farm buying has caused. 

Returning to my thread of thought, the farm recovery pro- 
grams involved only an apparent and not a real deduction from 
the income of the urban community. The cities felt the beneficial 
influence months before the agricultural revival exerted an 
appreciable effect on living costs. When retail prices rose eventu- 
ally, the community was prepared to carry them. Food prices 
in 1935 were about 80 per cent of the 1928 level, having risen 
to that point from 60 per cent in 1933. The average employed 
factory worker’s earnings had also risen to about 80 per cent 
of the 1928 level. 

The time sequence to which I have referred seems to give 
prima facie support to the conclusion that farm recovery has 
promoted industrial recovery. Keeping that in mind, it is highly 
significant that industrial pay rolls and the average factory 
worker’s earnings have increased since 1933 in about the same 
proportion that farm incomes have increased. 

The facts and arguments I have been giving are intended to 
show that the increased purchasing power placed in the hands 
of farmers has promoted national recovery. The AAA program 
has been of assistance in another way. This is in restoring the 
equilibrium of agricultural and other prices and thus encourag- 
ing a resumption of exchange of goods and services. The dis- 
parity which existed at the beginning of 1933 between agricul- 
tural and non-agricultural prices called for one of two courses 
of action. Either the prices paid by farmers had to be lowered or 
the prices received by farmers had to be raised. A few moments’ 
consideration will show that the course of lowering prices paid 
by farmers was impracticable. Taxes, debt service charges, and 
freight and other public utility rates are always extremely slow 
to respond to downward price trends. In fact, during the depres- 
sion beginning in 1930, the Federal Government itself had 
granted increases in freight rates on some commodities. More- 
over, prices of most non-agricultural goods had become rela- 
tively rigid. While the farmers were selling in a free market, 
i which supply and demand determine price, the industrialists 
were selling to a large extent in an administered market in which 
price and demand determine supply. 

There is a definite school of thought among economists that 
the way to recovery lies in increasing sales of both agricultural 
and non-agricultural goods by keeping prices as low as costs 
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of large scale production will permit. On the face of it, that 
sounds like a good arrangement for everyone. Certainly there 
is nothing novel in the idea as far as the farmer is concerned. 
It is the principle he has generally followed. The novelty would 
be-in its application to non-agricultural production. Take, for 
example, the farm implement manufacturers. If they were to 
adopt the practice of operating all plants at capacity throughout 
the year, throwing the output on the market when produced for 
what it would bring, and if other manufacturers did likewise, 
certainly farmers would be less minded to cooperate in adjusting 
their own production to demand than I believe they are today. 
But I do not see any signs of the early adoption of such a pro- 
gram by industry, notwithstanding the fact that it is apparently 
desirable so long as wage scales are maintained. 

Even if all controls which today operate much more effectively 
for non-agricultural than for agricultural industries could be 
brushed aside, the farmer would still be confronted by the enor- 
mous burden of debt which can be borne much better with high 
than with low price levels. This line of thought leads into inter- 
esting fields, but I cannot follow it further. The point to bear in 
mind is that balance of industrial and agricultural prices was 
vital to the recovery process. And no way was proposed to re- 
store that balance through the lowering of industrial prices. 
Even the outstanding leaders of the school of thought I have 
just been describing have failed to indicate any practical method 
of bringing about the lower industrial prices which they advo- 
cate. I have studied their analyses and have been impressed with 
their reasoning, so far as it went, but when I came to the end 
I found, not the blue prints I had expected, but only the expres- 
sion of an earnest hope that methods might some day be supplied. 

In the meantime, agriculture has faced the exceedingly real 
alternatives of either adopting controls similar to those in effect 
in industry, or of continuing to be the shock absorber of the 
economic machine. 

How far the leading industrialists of the United States are 
from actually abandoning their controls upon production and 
their practice of adhering to administered prices was recently 
demonstrated with conclusiveness and not a little drama. 

I refer to two pronouncements from the automobile industry— 
an industry which has gone farther than many others in the 
direction of mass production of progressively higher quality 
products at gradually lower levels of prices. 

It happens that the two pronouncements from the automobile 
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industry came on the same day. Here in New York City, in a 
public address before a national organization of manufacturers, 


an outstanding executive in the automobile field is reported to 
have said: 


“We who have the prime responsibility of the major policies of industry 
must first convince ourselves as to the fundamentals. We must move toward 
a soundly based and widely distributed economic well-being. This is the 
theory of plenty as distinguished from the theory of scarcity which has 
dominated our recent economic thinking and policies.” 


In the same edition of one newspaper that quoted the remarks 
of this spokesman for the motor world, I read an Associated 
Press story under the headline ‘‘ Auto Chiefs Map Output Con- 
trol.’? The news account, dated at Detroit, said: 


The production of motor cars will be geared even more closely to con- 
sumer requirements in 1936 under present plans of the automobile manu- 
facturers. This decision appears to have been reached despite the fact every 
producer in the industry expects next year’s requirements to be far in excess 
of the total volume of the current 12 months. “Controlled production” as a 
permanent policy of the automobile industry was adopted shortly after the 
debacle of late 1929, during which year the assembly plants turned out more 
than 5,600,000 passenger cars and trucks, and carried over into the follow- 
ing year something in excess of a million units. 

The policy, which has resulted in a gradual but consistent closing up of 
the gap between factory output and dealer stocks, reached what distribution 
executives regarded as its high point during the current year, as the in- 


dustry came to the new model period with only a few weeks’ stock in the 
field. 


In 1936, say the producers, output will be wholly for visible demand, with 
little, if any surplus to carry over beyond the end of the assembling year. 


When an enlightened industry, which from its own experience 
realizes so well the advantages of low priced policies in bringing 
volume of sales and production, still finds it necessary to keep 
production from outrunning demand as expressed in sales, I be- 
lieve the impracticability of the nation’s depending upon—or 
asking farmers to depend upon—a general abandonment of in- 
dustrial price controls to bring reasonably prompt recovery 
should be clear to us all. This naturally raises the question 
whether public opinion and particularly farm opinion, will per- 
mit such controls to operate in the case of industry, and will deny 
them in the case of agriculture. 

Pending the preparation of practical methods of relaxing 
industrial controls over production and prices, and until there 
can be serious public discussion and finally the acceptance and 
operation of such methods, I believe agriculture and the nation 
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will want to follow the safest course now possible within the 
frame-work of the existing economic system. 

The motor industry, which I have just mentioned, is appar- 
ently in perfect agreement with agriculture that vast overpro- 
duction, cut-throat competition and demoralization of prices 
constitute a condition to be shunned. In fact a principle on which 
all schools of economists seem fairly well agreed is that there 
must be balance and proportion between the different branches 
of production. 

When in the absence of any practical method for abandoning 
industrial controls, agriculture insists upon acquiring and oper- 
ating its own controls, the farmers do not at all assent to the 
proposition that their programs rest on a theory of scarcity. 

In fact, if as I have tried to show, farm recovery contributed 
substantially to national recovery, then these programs, by im- 
proving balance between supply and outlet, balance between 
farm prices and industrial prices, and balance between farm 
purchasing power and non-farm purchasing power, tended to 
overcome scarcity. 

Unbalance becomes apparent in price disparities and forces 
correction through bankruptcy, unemployment, or farm abandon- 
ment. Unbalanced production finally is forced to halt, with the 
resulting paradox that consumption must slow down, too. Unbal- 
ance characterizes depression, with widespread unemployment, 
farm mortgage foreclosures, factory shut-downs, and the grave 
alternatives of bread lines or relief rolls. 

As the economic system comes back into balance, production 
increases. In maintaining its controls over production, in careful 
balance with demand, the automobile industry is not seeking 
scarcity but the objective which agriculture also has in view. That 
objective is controlled expansion—expansion in step with growth 
of opportunity to dispose of its products at prices maintained 
in fair relation to other prices. It is the expectation of agricul- 
ture to increase its output with all the rapidity required to keep 
in step with expanding domestic and foreign outlets. By retain- 
ing controls that prevent accumulation of vast surpluses and 
demoralization of prices, agriculture hopes in the future to main- 
tain farm income at levels which will permit sound farming 
practices, improvement of the farm plant and conservation of 
soil resources. 

I think I have shown that the most tenable conclusion among 
the three possible ones I outlined is that agricultural recovery 
has contributed to national recovery. I would add now that if 
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agriculture can keep and increase its gains, it will help in con- 
tinued progress toward national recovery. 

To sum up, the diversion of purchasing power to agriculture 
caused an increase not only in consumption but in production. 
It stimulated consumption in the manner I have indicated, 
namely by bringing the farmers into the market for consumers’ 
goods. The farmers, while reducing farm production in some 
instances, actually helped to bring about an increase in the total 
national production and a net increase in the national income. 
That was their specific contribution to national recovery. 


Discussion By J. D. Buackx 
Harvarp UNIVERSITY 


Questionable though some of the basic statistical analysis must be be- 
cause of the limitations of the data, Mr. Davis’ paper furnishes convincing 
evidence that the increase of nearly three billions in agricultural income 
between 1932 and 1935 was accompanied by at least an equivalent increase 
in rural buying. The evidence of reports of general observation by agricul- 
tural economists from various states in part suggests that buying power 
has been released appreciably in excess of the mere increase in farm income. 
Nor need this surprise us if we accept the point made in Mr. Davis’ paper 
that “the help given to agriculture did not leave the total volume of national 
spending unchanged.” I stand fully ready to accept this point, and further 
to insist that some previous discussion of this subject has failed adequately 
to recognize it. Statements I have received from economists in a number of 
agricultural sections have said that farmers have drawn upon credit to ex- 
pand their purchases considerably beyond their current increase of income. 
The relation between income and buying is bound to be elastic in a credit 
economy. 

But one may accept all this and not have an answer to the fundamental 
question as to whether raising farm incomes was the quickest and most 
potent way to relieve unemployment and secure business recovery. The 
most generally accepted theory of business recovery from depressions, at 
least until 1929, has been that business profits come first and that this leads 
to business expansion, reemployment and rise of prices. Cheap raw mate- 
rials and low wages have in the past been major factors in initiating the 
recovery in business profits. One may hold that higher prices of farm prod- 
ucts in 1925 to 1929 and also higher wages, would have helped to check the 
over-expansion of those years, and consequent demoralization after 1929, 
and still accept the position that once a depression has come, the quickest 
way out is to have low prices of raw materials and low wages for a while. 
(Too many people fail to distinguish between a theory of preventing depres- 
sions and one of recovery from them.) This is the manner in which we have 
recovered from past depressions, so far as anyone has ever explained them. 
What reason have we for thinking that this was not the quickest way to 
get recovery in this one? 

Mr. Davis’ discussion of how the increase in farm income and accom- 
panying transfer of purchasing power from city to farm permeated through 
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the economic system is of some interest, and no doubt of considerable valid- 
ity, although necessarily speculative in large part. It needs to be read 
alongside of Dr. J. S. Davis’ discussion at last year’s meeting of this Asso- 
ciation, and in some particulars serves as a corrective for it. But it does not 
prove that the recovery in farm income got us out of the depression as 
quickly or strongly as following the usual procedure would have done it. 
Much of it, therefore, is more or less academic and beside the point. Of 
course, it appears preposterous for a university professor to be calling the 
AAA administrator academic; but he may have had some academic ad- 
visers. Clearly his analysis largely fails to meet the challenge of the business 
world which still holds to the business-profits theory of recovery. 

Now, of course, there is another side to this whole question of recovery, 
namely, that quickness in recovery is not the sole criterion, that what we 
are left with after the depression in the way of a price, wage, income and 
credit structure is fully as important as getting out of the depression. Past 
history of recoveries strongly suggests that the accustomed business-profits 
way of recovery has laid a foundation for an ensuing over-expansion of 
capital goods production followed by another depression. The procedure 
consciously followed since 1933 may have given us a better recovery albeit 
a slower one. It is upon these grounds that it can be most successfully de- 
fended, it would seem to me. 

Another support for the present procedure is in terms of the reforms that 
have been incorporated with it. If a nation could manage its affairs ra- 
tionally, of course the poorest time to institute reforms would be during 
depressions. But once recovery has been attained, reform measures seldom 
get out of committee. Those who promote them at such times are called 
“cranks.” The era of “Coolidge prosperity” is magnificent testimony to the 
truth of the foregoing. Accordingly, we should properly count the reforms 
accomplished during our present slow recovery as offsets for the slowness 
of the recovery. However, they may not be sufficient offsets. Moreover, the 
truth may well be that in a depression as severe as the current one, the na- 
tion could not afford to endanger its institutions by postponing recovery for 
the sake even of much needed reforms. 

Another point of importance is the failure of the Administration to utilize 
its reform opportunities effectively. It should be very clear by now that 
much better banking reform, labor reform, monopoly reform, land-use re- 
form, and even agricultural reform could easily have been obtained by a 
more capable administration. Too many situations requiring reform have 
not been understood by those put in charge of drafting the reform measures. 
Or there has been too little comprehension of the task of administration 
involved in the proposed reforms. Perhaps the outstanding illustration of an 
opportunity completely muffed—if we except the NRA fiasco—relates to 
the food and drug reform. Future generations will in my judgment speak 
of the present administration more in terms of golden opportunities wasted 
than in terms of needed reforms successfully consummated. 

The AAA program is clearly one of the happier of the ventures of the 
Administration. Mistakes a-plenty were made in the original act creating 
it, and in subsequent amendments. More serious mistakes were made in the 
original set-up for administering it. And clearly a number of unfortunate 
administrative decisions have been made. But in spite of all of these, the 
Adjustment Administration has moved steadily in the appointed direction. 
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Not intended primarily as a reform measure, nevertheless it seems thus to 
have served, and is now changing into a reform measure primarily. A strong 
case can be made that it has given us a better recovery than would a busi- 
ness-profits recovery, because, as Mr. Davis has pointed out, it has given 
us a better distributed recovery. The reforms it includes have not in them- 
selves retarded business-profits recovery in any important degree. If the 
New Deal had included only the Adjustment Act and banking and credit 
reform, the course of recovery would have been considerably different. 

My major criticism of Mr. Davis’ paper is that it does not face squarely 
the issue as to how large a part of agricultural recovery is to be attributed 
to the AAA, and following from this, how much of the associated business 
recovery can be attributed to the AAA. To be sure, in its earlier pages, the 
paper speaks of the associated effects of the drought and dollar devaluation. 
But all of the discussion following of the growth of rural trade and factory 
employment is in terms of the effect of the total increase of three billions 
in farm income. Probably, however, not over a third of this increase can be 
attributed to the AAA. In making this statement, I am assuming that 
drought relief would have been provided even if there had been no AAA, 
and hence is not a part of the AAA contribution. If only so much price in- 
crease is credited to the AAA as is due to production control, the benefit 
payments may prove to have been more important additions to farm in- 
comes than the price increase, contrary to the implications of one of Mr. 
Davis’ statements. On the other hand, we must not forget that if there had 
been no drought, the reductions in production would have been greater, and 
the AAA would have contributed more. 

The point I am making may be brought to a head in the statement that if 
there had been no production control, but merely the drought and dollar 
devaluation, perhaps two-thirds of the increase in rural buying power would 
have occurred anyway. Had there been no drought, however, the fractions 
would have been very different. 

May I raise the question, in conclusion, as to whether the AAA would 
not do well in its public utterances to recognize more clearly the fractional 
role which it has played in agricultural recovery. This is a matter of 
strategy, I recognize, for which I confess no skill whatever. Nevertheless, 
my observation has been that strategists operate too nearly on a day-to-day 
basis, and after them comes the deluge; and hence that there may very 
well be some unfortunate consequences of the present strategy, perhaps in 
the not very distant future. 


FUNDAMENTAL SIGNIFICANCE OF THE 
AGRICULTURAL ADJUSTMENT CONCEPT* 


E. G. Nourse 
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The AAA has two major phases; one of them manifests itself 
in modifications of agricultural income, the other in influencing 
the actual processes of farming. This is not to suggest that they 
are mutually exclusive; in fact, they are interacting, since the 
income that a farmer can get has its repercussions upon his farm 
operations and, quite as directly, the scope and character of farm 
production reacts back upon prices of farm commodities and the 
income of the farmer. But even though mutually interrelated, 
these two phases of AAA phenomena represent distinguishable 
lines of approach to the rural problem. It is the former line of 
approach which has been followed by Mr. Davis in his paper, and 
it is the latter to which I shall now address myself. 

The caption which has in popular usage been put upon Public 
Number 10 of the 73d Congress is challenging in its use of the 
word ‘‘adjustment’’ and prompts me to examine with you for 
a few moments the fundamental economic significance of the 
whole concept of ‘‘agricultural adjustment.’’ My first observa- 
tion with reference to it is that although the phrase is new in 
our legislative history, the problem to which it relates is very 
old, and the general lines of attack now being explored may with 
propriety be described as at least ‘‘middle aged’’ though, you 
will doubtless agree, showing distinct signs of ‘‘having young 
ideas.’’ It is committed to novel, even daring, ways of increasing 
the power of remedial efforts. 

I said the problem of agricultural adjustment is very old. 
American agriculture had to be adjusted moderately under the 
Navigation Acts of 1660 and subsequent years and rather dras- 
tically under the Corn Laws of 1766. Early national agriculture 
had in rapid succession to adjust itself to the commercial aloof- 
ness of European nations just after the Revolution, the pressing 
need of Europe for wheat and other staples during the Napole- 
onic wars, the embargo of 1807 and the Non-Intercourse Act of 
1809, the opening of trans-Appalachian canals, and the coming 
of the railway. Seaboard agriculture had a bitter period of ad- 
justing itself to the opening of the Mississippi Valley, and the 
North Central states had a similar struggle as a result of trans- 


* This paper was read before the Twenty-sixth Annual Meeting of the American Farm 
Economic Association, New York City, December 27, 1935. 
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Mississippi settlement when immigration was free and the rail- 
roads knew no long-and-short-haul clause. In a word, agricul- 
tural adjustment has been the country’s perennial problem amid 
conditions of rapidly moving frontiers of settlement and sud- 
denly changing techniques of production and marketing. 

The devices by which we sought to meet this chronic difficulty 
with its recurring periods of more or less acute crises were two 
in number—both of them economically orthodox. First, we gave 
to agricultural business complete freedom of economic enter- 
prise, trusting to the flexible processes of a laissez faire economy 
to effect adjustment surely even if brutally. Second, we estab- 
lished and continually sought to perfect an elaborate system not 
merely of technical, but also of business, education for farmers, 
which should enable them to make wise decisions on the basis of 
broad knowledge of the economic conditions surrounding their 
industry, thus refining the process of individualistic adjustment. 

I shall not tarry to trace the steps in the development of this 
system from the establishment of a federal Department of Agri- 
culture through the setting up of land grant colleges, agricul- 
tural experiment stations, an extension service, Smith-Hughes 
agricultural high schools, boys’ and girls’ 4-H clubs, county agri- 
cultural advisers, and township as well as county farm bureaus. 
This was the gradually but steadily expanding machinery 
through which pertinent facts about the farmer’s business were 
discovered or collected and were disseminated more and more 
widely for the guidance of the rank and file. What I wish to call 
your attention to is the fact that some fifteen years ago a some- 
what new content was given to the material to be ‘‘extended’’ 
through this educational and advisory system and that this change 
was animated by a desire to give more positive force and direction 
to the adjustment process. 

This change is identified with the name of Dr. Henry C. Taylor 
who in 1919 came to the Department of Agriculture as head of 
the Office of Farm Management. Within a few years he had con- 
solidated that office with two related bureaus—Markets and Crop 
and Livestock Estimates—and brought about an integrated 
agency under the name of the Bureau of Agricultural Economics. 
By 1923, the statistical and analytical services of this revivified 
bureau were beginning to turn out a new sort of educational 
product under the name of ‘‘outlook reports,’’ to be dissemi- 
nated to farmers widely through the extension services of the 
respective state agricultural institutions. Outlook reports under- 
took price analysis in the future tense, with specific recommen- 
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dations to producers of various agricultural commodities as to 
the scale on which they could most wisely conduct their opera- 
tions during the ensuing season. All this was of course purely 
advisory on the part of government and the use, if any, which 
was made of the advice was purely voluntary on the part of 
farmers. It was, however, an active, even aggressive, type of 
educational work rather than one which was purely passive." 

I am not aware that it was at any time specifically stated that 
this new departure was made in response to a feeling that the 
problems of adjustment by which the farmer was at that time 
confronted had taken on a magnitude and complexity which made 
the old methods of more general advice and education no longer 
adequate. It must be evident to anyone, however, that the cumu- 
lative effect of post-war developments on the world’s agriculture 
did at that time greatly increase the size and complexity of the 
farmer’s problems of readjusting his business. He was called 
upon within the span of a few years not merely to liquidate the 
post-war expansion in those lines of production which had been 
under particular war-time pressure but also to gauge and at- 
tempt to meet the changes brought about by the War in the pro- 
duction activities and world trade relationships both of deficit 
countries which had afforded a market for our agricultural 
exports and of competitive producing countries which sought 
to supply these export markets and even to send imports into our 
domestic market. At the same time, the technique of production 
for both crops and livestock was undergoing rapid changes as 
the cumulative results of extensive agricultural research were 
being more intensively brought to bear upon common farm prac- 
tice. Furthermore, expansion of the domestic market was checked 
by the virtual cessation of immigration, and the whole world 
was waking up to the fact of falling rates of natural increase. 
To cap all this, the automobile, truck, and tractor were rapidly 
displacing horses and mules and shrinking the farmer’s market 
for draft animals and for feed crops. 

In this situation there would seem to be ample reason for 
giving a more aggressive character to educational work in aid 
of the farmer’s effort to adjust his business swiftly and skilfully 
to this extraordinary cumulation of changing conditions. So 
great was the magnitude of the needed adjustment, however, 
that the farmer found such devices as outlook reports distinctly 
inadequate to his needs even though they seemed a daring, not 


1This paragraph is from an address by the author before the Academy of Political Science, 
November 14, 1985, See Proceedings, Vol. XVI, No. 4. 
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to say reckless, pioneering of new methods of price analysis to 
the statistician and the economist. The farmer turned therefore 
toward political saviours and sought at least to supplement his 
own adjustment efforts by various protective devices designed 
to mitigate the force with which changing economic conditions 
pressed upon him. 

He clamored for and received new or increased tariff duties 
on agricultural imports. While the effectiveness of some of these 
was illusory rather than real, several of them were no doubt 
effective in reserving for him a domestic market which might 
otherwise have been supplied by competitive producers in other 
countries, whatever their secondary effects upon the whole price 
structure may have been. From protective tariffs, the struggle 
for direct government aid passed on to export subsidies, the 
McNary-Haugen scheme for differentiating the domestic price 
from the world market, and the domestic allotment proposal of 
somewhat similar intent. 

While public policy did not yield on these particular proposals, 
it did eventually sponsor and extend another effort which had 
originated on the level of private organization but was designed 
to help the farmer to adjust himself to the changed and trying 
economic conditions. This scheme had come by way of the co- 
operative movement. Under the name of ‘‘commodity market- 
ing,’’ it had proposed to adjust the agricultural price level by 
monopolistic organization and withholding of the product with- 
out, however, any specific program of adjusting the scale or 
character of productive operations. 

When this general philosophy was finally accepted by Con- 
gress in the spring of 1929 and embodied in the Agricultural 
Marketing Act of June 15, 1929, it was set forth in the preamble 
to the Act as a proposal not only for ‘‘orderly marketing’’ but 
also for ‘orderly production’’ of agricultural products. This lat- 
ter phrase can hardly have any meaning other than that of pro- 
duction adjusted to the conditions of demand on a level of price 
regarded as satisfactory under some sort of economic or social 
criterion. No such criterion was set up in the Act and no meas- 
ures designed to obtain any such objective were included ‘in its 
provisions. The Board was, however, authorized to ‘‘investigate 
conditions of over-production of agricultural commodities and 
advise as to the prevention of such overproduction.’’ 

_ In the process of actual operation, members of the Board came 
Increasingly to lay emphasis on the necessity of production ad- 
Justment if any stipulated price objectives were to be attained. 


248 E. G. Nourse 


Chairman Legge sought by vigorous and picturesque admoni- 
tions to secure adjustment of wheat production in Kansas. Mr. 
Williams proposed to the South that they plow under every third 
row of cotton. Mr. Denman proposed a feeding control scheme 
designed to adjust production of the tonnage of pork products, 
and Mr. Stone after he became chairman of the Board laid in- 
creasing emphasis upon the necessity of controlling production 
through land utilization programs. No appreciable results fol- 
lowed from any of this exhortation, and it would be no more than 
a purely academic pastime to speculate whether, if the Repub- 
lican Administration had been returned to power in 1933 and 
the Farm Board continued, its vague general mandate with refer- 
ence to orderly production would have been amplified into a 
production control device with teeth in it. As our agrarian his- 
tory was in fact written, it was the Agricultural Adjustment Act 
of May 12, 1933 which first accepted as public policy the use of 
government authority to aid and aggressively persuade farmers 
to adjust their scale of production at a point designed to peg a 
price level legislatively determined as being a suitable objective. 

May I then by way of summarization, characterize these four 
stages in the evolution of the agricultural adjustment concept in 
the United States: 


First, general educational activities were designed to assist such 
farmers as sought it to obtain information which would help more or 
less toward the making of sound individual business decisions. We need 
perhaps not quarrel with the orthodox economic doctrine that if all 
farmers had been fully possessed of such information and not adventi- 
tiously inhibited from accepting its guidance, the great total of six and 
a half million individual decisions would have added up to an economi- 
cally sound national plan of action. Because of ignorance, inertia, and 
outside constraints, however, such a result did not come to full perfection. 
The process of adjustment was slow and painful at every period when 
conditions changed rapidly, and to many seemed intolerably inadequate 
in the difficult years following the World War. 

Second, the grafting of the “outlook” technique onto this slow-motion 
system undertook courageously to bring new statistical and economic 
methods aggressively to service in meeting the ever-recurring adjustment 
problem, but the extent to which it stepped up the power of the adjustment 
device was far from revolutionary. 

Third, the first distinct emphasis in the direction of government imple- 
mentation of adjustment efforts took place under Republican auspices 
in 1929. The nature of the adjustment device was merely strongly cen- 
tralized administrative control of supplies whose total volume resulted 
from the unconstrained production activities of free agricultural enter- 
prise. The government, however, staked more than half a billion dollars 
on an experiment in farm income adjustment through market control. 


he en & 


tio 
inc 
pol 
act 
anc 
prit 
of 
we 
wi 
of 
ex 
pl 
in 
to 
uy 

q 
ac 
tl 
p 
a 
a 


Agricultural Adjustment 249 


Fourth, the act of May 12, 1933, together with supplementary legisla- 
tion subsequently enacted, definitely accepted the view that agricultural 
income could not be restored to a level satisfactory in terms of national 
policy either by market manipulations or by merely advisory educational 
activities among farmers. They accepted the challenge of this situation 
and undertook to set up a scheme of implementation under which the 
price motivation of producers would be so modified as to adjust the flow 
of supplies to the conditions of effective demand at a specified price level. 


With the Adjustment Act thus set in its historic perspective, 
we shall proceed now to a brief examination of some changes 
which these adjustment institutions introduce into our handling 
of the agricultural part of our economic machine. Mr. Davis has 
explained how rental and benefit payments, enhanced commodity 
prices, and money released to the farmer on commodity loans 
in anticipation of eventually higher market prices were expected 
to stimulate and aid in national economic recovery. But whatever 
upping of farmers’ incomes they brought about had its quid pro 
quo. The gain which the farmer received was contingent upon his 
adjusting his productive operations in such a way as would in 
the judgment of the economic analysts of the AAA produce a 
supply-and-demand situation which would shortly establish those 
prices on a self-sustaining economic basis. In other words income 
adjustment is merely the means through which there is brought 
about an effective re-direction of the productive process. 

The economic significance of this step is that it carries us from 
the regime of rationalized individual farm organization and man- 
agement, as we have known them, to one of economic planning 
en bloc for the agricultural industry’ according to quite different 
criteria and procedures. The old school of advisory farm organi- 
zation was negative and comparative in its character; it sought 
constantly to urge each farmer to curtail his activities at the point 
where output was least in proportion to input. Such private 
record-keeping as it involved would presumably keep any farmer 
from persisting in the production of wares that did not return 
out-of-pocket costs, but only incidentally could it be expected 
actually to limit production of farm products in general to a 
point where labor and capital were assured the industrially com- 
parable ‘‘ going rates.’’ In a word, the educational attack on farm 
organization and management worked within the existing scheme 
of prices. Agricultural adjustment on the other hand launched 
a frontal attack on the price basis. Instead of being defensive 

* Though initially proposed only for certain basic commodities, it soon became apparent 


that for both economic and political reasons it would be practically impossible to operate the 
system except on a comprehensive basis embracing most, if not, all of agriculture. 
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and comparative, it is offensive and categorical. It sets up a 
specific price objective and undertakes to attain it by production 
control. 

This brings us to the heart of the problem and the fundamental 
ambiguity in the Adjustment Act and Administration. Obviously 
you can, given legislative power, by levying taxes and allocating 
subsidies so modify supply conditions as to achieve any desired 
unit price. But whether you can, even with full production con- 
trol, introduce such an agricultural adjustment as will secure for 
farmers the pre-determined level of income (i.e. price x volume) 
is quite a different matter. The Agricultural Adjustment Act 
defined pre-war parity as price parity, but its reference to ‘‘ pur- 
chasing power’’ and other parts of its phraseology clearly in- 
dicate that the real objective was income parity. Here we must 
remember that agricultural adjustment was conceived as merely 
one constituent phase of the whole New Deal, which contemplated 
industrial revival, foreign trade recovery, and banking and mone- 
tary reorganization as well. My examination of the record of 
the period and my recollection of the unrecorded discussions of 
the proponents of agricultural adjustment support the belief that 
no serious doubt was entertained but that unit price would be 
advanced and at the same time volume of market takings so main- 
tained or expanded that the real desideratum of pre-war parity 
of real income or purchasing power would rather promptly be 
attained. In practice, some of these other phases of the total eco- 
nomic adjustment process have failed to move forward at the 
expected rate, and it has become apparent that in the absence 
of such synchronization, no practically attainable amount of agri- 
cultural adjustment—even the gratuitous effects of an extraordi- 
nary drought—could accomplish such an adjustment in agricul- 
tural income. As early as March 4, 1935, Secretary Wallace said: 


Farmers have gone about as far as they can in raising prices by bal- 
ancing supply through reduction. We believe that any further increase 
in the income of farmers mainly depends upon an increase in the income 
of wage-earners through increased employment and wage levels. 

The significance of this view, which is now generally held by 
the AAA, would seem to be that agricultural adjustment in the 
economic planning sense can not, no matter how powerful its 
control of the process of production, assure such a categorical 
objective as pre-war income parity in the absence of commen- 
surate control of industry under some unified high command 
which fully accepts the validity of the income objective set up 
for agriculture. Thus, accomplishment of the stated objectives of 
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economic planning for agriculture could be assured only in the 
setting of a general planned economy. 

Broadly speaking, those who have been responsible for carry- 
ing out the AAA experiment have not been committed to any 
such sweeping general economic adjustment philosophy. The 
actual course of the experiment has been determined by an ad- 
ministrative group most of whom were practical men with their 
feet on the ground, by a professionally trained staff well versed 
in the technical requirements and limitations of the agricultural 
industry, and by empirically sophisticated lay brethren who 
served on commodity advisory committees, participated in hear- 
ings, or otherwise brought their influence to bear on the shaping 
of the several parts of the program. While continuing respectful 
genuflections before the legally established formula of parity 
price, they have tended increasingly to direct their activities 
toward goals more practically attainable and more economically 
tenable. Greater and greater emphasis has been placed upon ad- 
justment of the process of agricultural production toward the 
attainment of standards of ‘‘good farming.’’ These start with 
technical considerations of conservation, sensible schemes of land 
utilization based on differential qualities, and reasonably long- 
time programs of soil management. More recently they have 
added a new emphasis on consumers’ needs and the nation’s 
living standards. They end by making the test of the scale at 
which production can properly be maintained not parity price 
or even parity income but a return to the worker and to invested 
capital comparable to that which they can command elsewhere. 
If this evolution of thought and action be continued, it would 
bring us back to a position superficially similar to the scheme of 
economic organization which obtained under the older regime of 
educational guidance. Two significant differences, however, 
should not be overlooked. 

The first of these differences is that under the Adjustment Act 
dependence for the accomplishing of a particular adjustment 
does not wait upon convincing the judgment or overcoming the 
inertia of all the individual farmers who are concerned or of 
removing financial hazards or disabilities involved in making the 
change by those who are convinced that it would be desirable. A 
federal agency may now through the proffer of monetary re- 
wards or the imposition of financial sanctions induce compliance 
with this program of ‘‘better farming.’’ In the second place, the 
general focus of interest and unit of decision under the new ad- 
justment procedure shifts to a substantial extent away from the 
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individual farm to embrace the whole region or ‘‘type-of- 
farming’’ area. Each of these changes lies at the heart of a cur- 
rent problem of great importance for the future of the agricul- 
tural adjustment experiment. 

The first is essentially legal in its nature. Will the control over 
the administration of farm income which has thus far been 
assumed by the Adjustment Administration be supported by the 
Supreme Court if exercised in conjunction with such a broadly 
conceived program of better farming rather than the more spe- 
cific formula of parity price laid down in the Act? In discussing 
the question of delegation of legislative authority in the Schech- 
ter case, the court said: 


Would it be seriously contended that Congress could delegate its legis- 
lative authority to trade or industrial associations or groups so as to 
empower them to enact the laws they deem to be wise and beneficent for 
the rehabilitation and expansion of their trade or industries? And could 
an effort of that sort be made valid by such a preface of generalities as 
to permissible aims as we find in section 1 of title I [of the NIRA]? The 
answer is obvious. Such a delegation of legislative power is unknown to 
our law and is utterly inconsistent with the constitutional prerogatives 
and duties of Congress. . . . Congress cannot delegate legislative power 
to the President to exercise an unfettered discretion to make whatever 
laws he thinks may be needed or advisable for the rehabilitation and 
expansion of trade or industry. 


Presumably the more specific character of the mandate con- 
tained in the Agricultural Adjustment Act, namely, pre-war pur- 
chasing power parity, would not fall within this interpretation of 
constitutional restrictions. But that the types of adjustment 
being advanced by the Adjustment Administration (with what 
are in my judgment much better economic justifications) would 
meet the legal standards of the Court upon a really revealing 
scrutiny of this ‘‘state of economic facts’’ is much less clear. 
Whether the necessity, should it develop, of relinquishing the 
present scheme of implementation for the sake of continuing the 
present type of program would cripple this kind of adjustment 
will perhaps appear after we have examined the second problem 
referred to above. 

This is the shift from the individual enterprise to some larger 
unit as the basis of adjustment decisions. How inclusive should 
this larger unit be, and what are the gains and losses which re- 
sult from its enlargement? When any centralized agency under- 
takes to substitute its collective judgment as to the production 
adjustments which should be undertaken in lieu of the separate 
judgments of individual farmers as to what each of them can 
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best afford to do in his particular situation, it must accept, along 
with the presumable advantage of its broader viewpoint and more 
adequate knowledge, a distinct disadvantage in loss of flexibility 
in the adjustment process. It must adopt some comprehensive 
formula of adjustment which tends to average out significant 
differences between different parts of its area of application.* 

The AAA is to be commended for the effort which it has made 
to avoid bureaucratic rigidity and to keep its program as adapt- 
able as possible from one area to another. In particular, it has 
stimulated the formation and functioning of ‘‘zegional’’ bodies 
collateral to the planning and execution of adjustment undertak- 
ings. These integrating agencies should be of enormous useful- 
ness in future adjustment efforts but cannot possibly be made 
truly serviceable in an adjustment system which fails to give 
recognition to true cost differentials between regions. Failure to 
give recognition to such differentials in the adjustment formulae 
might in the long run prove decisive as to the wisdom and social 
desirability of the whole experiment.* 

The outstanding manifestation of this difficulty comes in con- 
nection with the use of the historical base period of production 
for acreage or volume allotments. The historical base patently 
tends to ‘‘freeze’’ present and recent conditions of production 
rather than expediting the evolutionary movement toward new 
areas of production of greater fertility, better business organiza- 
tion, or more economic techniques of production. Presumably the 
formula of adjustment could by analytical methods now available 
be changed from a flat basis to one which would recognize these 
differences and capture whatever benefit they have for the public 
interest. At best, the task would be a difficult one involving ap- 
praisal of conditions in expanding low-cost areas as to whether 
they were temporary and exploitative in character or permanent 
and provident, whether economies to the individual enterprisers 
or the section would be more than offset by social costs involved 
in the expansion of service agencies such as railways, highways, 
and schools, and also whether there were collateral losses in the 
older section if the process of emigration were permitted or ac- 
celerated by the adjustment formula employed. In other words, 
typically a year, rather than being susceptible of readjustment any fine morning the farmer 


finds himself confronted by a changed situation or a fresh revelation as to the true nature 
of the existing situation. 

*This issue bears some resemblance to that of the labor unions with reference to flat 
Wage rates which tend to wash out the differences between the best and the poorest craftsmen 
in the group. Relatively overpaying the less productive and underpaying the more productive and 
actually holding back the latter is somewhat analogous to giving maximum benefit payments in 
high-cost areas and minimum benefits in low-cost areas under a production adjustment program. 
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there is a highly discriminating task for economic statesmanship 
to determine whether a natural trend of development should in 
the public interest be accelerated or whether in one degree or 
another the shock of transition should be softened for persons or 
sections committed to the older system. 

The experience not only of the United States but of all demo- 
cratic countries, however, indicates that the question as we have 
stated it is essentially academic and that actual decisions of a 
government agency endowed with power to allot large pecuniary 
grants will be heavily tinged by political influence. A gentleman 
with whom I was discussing the AAA a few days ago referred 
to crops in which there had been adjustment programs as ‘‘the 
political crops,’’ and this phrase rather neatly characterizes the 
nature of the agricultural adjustment process in practical opera- 
tion. Whether the voice of the people thus guiding the hand of 
the Administrator speaks with God-like wisdom or with diabolic 
sectionalism and self-interest is a question whose answer I leave 
to your own observation. I do not, however, intend to imply that 
the mere fact that the answer to an adjustment problem comes 
through political channels means that it cannot be economically 
sound. If all economic groups had full and equal opportunity to 
bring their respective weights to bear through political channels 
in the determination of economic issues, how can we say that the 
result attained would not be such as to provide the greatest eco- 
nomic good for the greatest number? 

In conclusion, the fundamental significance of the adjustment 
concept embodied in the Agricultural Adjustment Act is that it 
shifts the theatre of decision from the small individual enter- 
priser, where it resided under systems of laissez faire and ‘‘as- 
sisted laissez faire,’’ over to a central planning agency. This 
agency is not set up or conducted along autocratic lines but seeks 
to arrive at its decisions through wide participation of local in- 
terests. Once arrived at, these decisions are not enforced through 
military power or legal coercion. They are, however, implemented 
by rather extensive powers of allocation of agricultural incomes 
as between different producers and even of the manner in which 
the national income is divided between the farm and non-farm 
population. This scheme of agricultural direction or adjustment 
definitely repudiates the idea that 6,500,000 farm enterprisers 
ean within their intellectual and institutional limitations act as 
‘economic men’’ whose 6,500,000 separate decisions will add up 
to an economically sound answer to the nation’s problem of agri- 
cultural production. It asserts that the only sound answer to a 
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problem of national policy must be made through a national 
agency which, however, seeks to keep as much of intimately de- 
tailed knowledge and flexibility in field tactics as is compatible 
with a unified high command. Whether such an economic balance 
between centrifugal and centripetal forces can be maintained by 
a system which of necessity must operate in a political milieu can 
be determined only in the light of longer operative experience. 
Both the short experience under the Agricultural Adjustment Act 
and the general evidence of analogous situations engender some 
misgivings. 

As suggested earlier in this discussion, it might well be that 
agencies for the scientific analysis of adjustment problems would 
find that the courses of action which they advocated could be more 
effectively carried out through an educational machinery organ- 
ized on a coordinated regional basis (such as the AAA has re- 
cently been promoting in conjunction with the state agricultural 
experiment stations)* than through the present system of pecuni- 
ary rewards and sanctions with all the political strain to which 
it subjects the adjustment program. 


Discussion By J. I. 
State UNIVERSITY 


Dr. Nourse selects for the theme of his paper that phase of the Agri- 
cultural Adjustment Act which has to do with its influence upon the 
actual processes of farming. I find little in the paper with which I can 
disagree. It would be interesting to know whether the passing of the 
Agricultural Adjustment Act marks a turning point in the agricultural 
policy of the Nation based upon analysis and conviction, or whether it 
is merely a reflection of the fact that agricultural income was extremely 
low in the years, 1932 and 1933. It is probably too early to answer this 
question with any degree of finality, since policies are not necessarily 
established by the passage of an Act of Congress. 

Dr. Nourse sets forth as one of the fundamental concepts of the AAA 
the fact “that it shifts the theatre of decision from the small individual 
enterprises over to a central planning agency.” It is to one of the problems 
arising from this that I wish to address my remarks. 

To those acquainted with the history of American agriculture it is 
apparent that one of the most significant items has been the continual 
and simultaneous shifting, expansion, and contraction of the various areas 
of production. It is to be presumed that so long as we continue to have 
new developments in the technique of production, the development of new 
local markets, and changes in the relative profitableness of the different 
crops, or farming enterprises, that shifts in the areas of production of 
the different crops or classes of livestock will continue to be economically 


5See H. R. Tolley “Regional Adjustment and Democratic Planning” a paper delivered be- 
fore the Association of Land Grant Colleges, Washington, D.C., November 20, 1935. 
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desirable. Any program which long continues to promote the freezing of 
the situation as now is would soon be subject to disrupting pressure from 
without. 

The purpose of the adjustment program as set forth in the Act is to 
raise the price of farm products, or the income of farmers, to a level con- 
siderably above that prevailing in 1932 and 1933 and to do this by the 
adjustment of the total quantity of production. This on the theory that 
higher relative prices to agriculture would be in the interests of the 
public welfare. With this objective apparently few disagree. If, however, 
the methods pursued result in promoting a less economical production 
the procedure may well be questioned. As the price emergency passes the 
program will probably tend to be judged more and more on the basis of 
its effect upon the economy of production. 

A program might be made to promote these desirable shifts in areas 
of production between regions, it might be neutral, or it might hinder 
them. As Dr. Nourse has pointed out, the present program of allotting 
the acreage or production to farms and regions on the “historical base” 
tends to retard these adjustments. The farther away the year in question 
is from the historical base the more severe the problem. 

This would raise the question as to whether the formula of adjustment 
could be so devised and enforced by the central planning agency as to 
provide for and even to encourage these shifts. 

This would involve first knowing what shifts are economically desirable 
and second if such shifts were of any great extent of convincing the 
people of the region involved that such an adjustment was desirable, or 
that the compensation provided was sufficient. 

To have an adequate basis for such a differential adjustment between 
regions we should know more about the comparative advantage of the 
regions involved in the production of the various crops and classes of 
livestock. In the Regional Agricultural Adjustment Study carried on dur- 
ing the past year by the various Agricultural Experiment Stations, the 
Department of Agriculture, and the AAA, it was apparent that as yet 
we have developed a very inadequate basis for conclusions as to the pro- 
ductive advantages of the various areas. Further research in this field 
is greatly needed before a scientific allocation of base acreages can be 
made and yet we know that such shifts have been and will be made. 
Furthermore such an appraisal would have to be a continual process 
since many of the elements upon which such an appraisal of comparative 
advantage would be based are continually changing. 

That the trial and error method of individual producers for determin- 
ing these facts is costly will be agreed to by most people. That a central 
planning agency could accurately forecast them is not agreed to by all. 
The problem, however, is one which must be met if the present program 
continues. 
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THE SOCIAL AND ECONOMIC IMPLICATIONS OF 
THE NATIONAL LAND PROGRAM?’ 


L. C. Gray? 


ASSISTANT ADMINISTRATOR 
RESETTLEMENT ADMINISTRATION 


For many years our national land policy has embraced a 
strange assortment of both progressive and hopelessly outmoded 
points of view. Prior to the New Deal, the most progressive ele- 
ments in the Federal land program were the reservation and 
organized management of the national forests in the West and 
the beginnings of the purchase of land for forests in Eastern 
States. Associated with this was the development of grazing 
regulations in the forests, and of aids to private forestry such 
as fire and insect control, forest nurseries, and forest research 
and extension work. A migratory waterfowl treaty was negoti- 
ated with Canada, and a substantial number of bird refuges 
established. A considerable number of national parks and monu- 
ments for the preservation of areas of outstanding scenic, his- 
torical, or scientific interest were reserved from the public do- 
main or donated by State or private contributions. A few States 
also had established substantial land-acquisition policies for 
State parks and forests, at least one of them aimed at retiring 
submarginal farm land. Many other States had made small be- 
ginnings in public land acquisition, and in facilitating forest 
planting through State nurseries, and virtually all had taken 
steps toward forest-fire prevention. 

At the same time, an obsolete homestead system was still luring 
misguided families into hopeless undertakings in the arid West, 
while the Federal Reclamation Service was striving to maintain 
some measure of scientific approach in the selection of projects 
amidst the bedevilment of pork barrel politics. A few States were 
making timid efforts toward the protection of new settlers 
against serious mistakes in the selection of new homes, but in 
the main there was no systematic direction to the process of land 
settlement, no policy for aiding settlers to remove from hopeless 
locations, no smallholdings policy, and no adequate program for 
checking soil depletion. 

Nevertheless, the idea that the Nation’s land resources should 
be used and conserved for the general welfare, rather than ex- 


1This paper was read before the Twenty-sixth Annual Meeting of the American Farm 


Economie Association in joint session with the American Sociological Society at New York, 
December 28, 1935. 


2In the preparation of this paper, I wish to acknowledge the assistance of John B. Bennett 
and John Dreier, both of the Resettlement Administration. 
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ploited wholly for individual gain, was gradually gaining recog- 
nition both among laymen and the administrators of Federal and 
States agencies concerned with land use. The 1932 platforms of 
both major political parties contained planks supporting pro- 
grams for the sound use of the land. Early in 1932, following a 
national land-utilization conference in Chicago, the Secretary of 
Agriculture appointed a National Land Use Planning Committee, 
consisting of representatives of the Departments of Agriculture 
and the Interior and of the land-grant colleges. Associated with 
it was a legislative committee composed of representatives of the 
farm organizations and other agencies. These committees, which 
served actively for over a year, until succeeded by the Land 
Planning Committee of the National Planning Board, advocated, 
and developed public opinion for, some of the land policies and 
programs initiated by the Roosevelt Administration in 1933 and 
1934. 

The New Deal has resulted in the development of a number 
of innovations in land policy as well as in the amplification of 
some of the progressive policies already developed. The single 
most distinctive characteristic of the innovations in land policy 
is the more direct concern with social and human problems, par- 
ticularly those involved in agricultural land policy. The war cry 
of the earlier conservation movement was ‘‘save our natural re- 
sources’’; the movement emphasized the reservation and protec- 
tion of forests, parks, and other nonagricultural lands on which 
no attempt at permanent settlement had been made. The slogan 
of the new land policy is ‘‘use the land for its most beneficial pur- 
pose’’; the programs reflecting this policy are most directly con- 
cerned with the use or misuse of land that has been, or can be, 
settled. Land is being opened or closed to settlement by these pro- 
grams, not only to conserve physical resources, but more particu- 
larly to improve the economic opportunities and social well-being 
of the groups of families utilizing them. 

First among the new land agencies provided for under the 
present Administration was the Division of Subsistence Home- 
steads in the Department of the Interior, established under the 
terms of the National Industrial Recovery Act. The underlying 
idea of the subsistence homesteads program was to make homes 
and part-time farms available to persons having some employ- 
ment in towns and cities. This idea, however, was not consistently 
adhered to. In general three types of projects were undertaken: 
(1) Full-time farming communities; (2) communities set out in 
the open country with the hope of bringing industries out from 
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the cities; and (3) strictly suburban housing communities. Most 
of the $25,000,000 appropriated for this work was obligated for 
68 projects, providing for 3,787 housing units. After the transfer 
of the program to the Resettlement Administration, a good many 
of these projects which had not reached an advanced stage of de- 
velopment were abandoned, while others have been completed or 
are in various stages of construction. 

Another new land agency established early in the present ad- 
ministration was the Soil Erosion Service, first set up in the 
Department of the Interior but recently transferred to the De- 
partment of Agriculture. It has concerned itself with large-scale 
demonstrations of erosion control practices, primarily on private 
land under contracts with farmers, and has conducted a recon- 
naissance survey of erosion conditions throughout the United 
States. 

A third type of policy developed when the Federal Emergency 
Relief Administration inaugurated a program of rural rehabili- 
tation for farmers who, although either on relief or in danger 
of going on relief, gave evidence that they could be made inde- 
pendent by small loans accompanied by technical agricultural 
help. Rural rehabilitation work was carried on chiefly through 
State Rural Rehabilitation Corporations. On June 30, 1935, the 
Rural Rehabilitation Division of the Federal Emergency Relief 
Administration was caring for 296,000 rehabilitation clients who, 
through the State corporations, had received loans averaging 
$165 per family, an aggregate of $49,000,000. In addition, about 
60 resettlement projects had been undertaken to relocate in rural 
areas farmers and others who were in distress. The entire pro- 
gram was taken over about that date by tke newly created Re- 
settlement Administration, and as in the case of the Subsistence 
Homesteads projects, it was not found desirable to go forward 
with some of the projects which were not yet in an advanced stage 
of development. 

Passage of the Taylor Grazing Act in 1934 was another land- 
mark in the development of land policy. This law reversed a 
policy toward promoting settlement of the public domain which 
had endured for a century and a half—a long overdue change 
necessitated by the fact that virtually no good arable land re- 
mained in the unallotted and unreserved public domain. The 
whole of the public domain in the Western States has now been 
closed to further settlement pending classification of available 
lands to determine their best use. It is intended that all lands 
which do not qualify for agricultural occupation or other higher 
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forms of use will be organized into grazing districts under the 
general regulations of the Division of Grazing Control, which has 
been set up in the Department of the Interior. 

In addition to these innovations, the New Deal undertook to 
make an inventory of the Nation’s land resources and to recom- 
mend measures for correction of the many maladjustments aris- 
ing from unwise land use. This effort took the form of the prepa- 
ration of the Report of the Land Planning Committee of the 
National Resources Board.* The Report represents the work of 
twelve major bureaus in the Departments of Agriculture and the 
Interior. The National Resources Board furnished a land-plan- 
ning consultant for each State. These men, with the aid of State 
agricultural experiment stations, State planning boards, and 
other institutions and agencies, prepared tentative maps showing 
the areas in which are found the most serious problems requiring 
adjustments in land use. 

The Land Report reflects the point of view that public policy 
should aim at effecting such ownership and use of land as will 
best subserve general welfare, rather than merely private ad- 
vantage. It takes stock of the probable future land requirements 
for the various types of land use, inventories the lands available 
to satisfy these requirements, points out glaring maladjustments 
and for directing land uses into the most productive channels. 
The Report includes recommendations for the extension of tradi- 
tional conservation programs through the addition of large areas 
to Federal and State forests, public parks and recreation areas, 
wildlife refuges, and Indian reservations. Attention is concen- 
trated on the problem of submarginal farm land and the human 
and economic maladjustments ensuing from its continued occu- 
pancy and cultivation. An extension of rural zoning measures, 
additional assistance to private forestry, and further erosion 
control work are among the measures recommended to promote 
the improved use of land remaining in private ownership. To 
supplement such measures, the Report recommends that the Fed- 
eral Government embark upon a fifteen-year program to pur- 
chase approximately 75,000,000 acres of submarginal farm land 
with a view to converting it to other uses. 

Practically coincident with the preparation of the Report of 
the Land Planning Committee, the Federal Government made a 

*The Land Planning Committee, which had been set up as an advisory committee of the 
National Planning Board, was continued when the National Resources Board was created by 
Executive Order in 1934. It consisted of representatives from the Department of the Interior, 
the Federal Emergency Relief Administration, the Department of Agriculture, and the Executive 


Officer of the National Resources Board. The present writer was in charge of the preparation 
of the land report. 
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beginning toward inaugurating the last mentioned policy by the 
development of what came to be known as ‘‘ The Land Program,”’ 
which is the subject of this paper. When operations were first 
begun on this program in the spring of 1934, it was called the 
“submarginal’’ land program because its primary purpose was 
to remove uneconomic crop land from cultivation. During 1933 
and 1934 large allocations of Public Works funds had been made 
for reclamation projects which would bring more land into cul- 
tivation. For the alleged purpose of offsetting these projects, 
Public Works money was provided to retire poor lands from 
cultivation. 

The initial allotment of funds was made to the Federal Surplus 
Relief Corporation and later to the Federal Emergency Relief 
Administration, but the technical direction was entrusted to the 
Land Policy Section of the Agricultural Adjustment Administra- 
tion and to the National Park Service, the Office of Indian Affairs, 
and the Bureau of Biological Survey. These last three agencies 
were concerned mainly with acquiring land for their own special- 
ized purposes, while the Land Policy Section, which became re- 
sponsible for the expenditure of two-thirds of the available funds, 
was interested essentially in the retirement of so-called sub- 
marginal farm lands. However, lacking a rural zoning program 
in all States but one, it was found necessary, for administrative 
reasons, to block up areas, where the farms were scattered, by 
the purchase of intervening tracts. For this reason and because 
of the purchase of considerable areas for the specialized purposes 
of the other three technical agencies, it was thought desirable 
to broaden the objectives of the program. Accordingly, in July 
1934, the Director of the Land Program addressed a memoran- 
dum to the Administrator of Public Works, outlining a broader 
basis for the program and requesting a reallocation of funds to 
cover its revised character. This action was taken as requested. 
Since July 1934, therefore, the Land Program has been carried 
on with the broad objective of effecting changes in the use of any 
type of land where the change appears desirable from a public 
or social point of view, rather than merely as a program of agri- 
cultural adjustment. 

The dominating purpose of the program as revised is to ful- 
fill a function not met by any of the other Federal land purchas- 
ing bureaus; namely, to select areas for public acquisition on the 
basis of desirable social and economic adjustments which can be 
accomplished only through public ownership. Present conditions 
of misuse, including the occupancy of excessively poor farm 
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lands, have in general received more consideration in the selec- 
tion of areas than in the use for which the land is to be employed. 
No attempt is being made in this program to rival the Federal 
or State forest services in providing necessary forest areas, even 
though we are adding several million acres of forest land to the 
holdings of both Federal and State Governments. Out of a total 
of 207 active projects, however, only 34 are being developed 
primarily for forest administration, although in other projects 
the growth of trees is incidental to the purposes of recreation 
and wildlife conservation. Nor is the program primarily con- 
cerned with meeting the need for additional recreational lands 
or for wildlife refuges. The Land Program is selecting certain 
areas to be converted to forestry, grazing, recreation, and wild- 
life conservation, primarily because chronic poverty, erosion 
and other forms of land wastage, tax delinquency, and increasing 
burdens of local government and relief demand that these lands 
be used to better advantage. 

The original grant of Public Works funds for land purchase 
was $25,000,000. This was supplemented by a grant of $53,290,000 
from drought relief funds appropriated in 1934, and there were 
indications that additional funds would be made available. On 
June 30, 1935, 268 projects had been established, containing 
20,815,000 acres proposed for purchase, at a total estimated cost 
of $104,505,000, of which 16,441,000 acres were in agricultural 
demonstration projects initiated by the Land Policy Section. 

In the spring of 1935 the necessities of drought relief resulted 
in the withdrawal of $50,000,000, and although in the following 
fall the program secured $20,000,000 for land purchase under the 
Emergency Relief Act, the total relief funds were only about 
one-half the amount required to fulfill the program as already 
initiated. Consequently, it became necessary to reduce the scope 
of the program about 50 per cent through the dropping or cur- 
tailment of projects. This process, together with the months of 
uncertainty as to what the financial basis would be, necessitating 
delay in acceptance of options, somewhat impaired the popularity 
of the program, which had been widespread and spontaneous. 
Under the program as revised we now have 207 projects, involv- 
ing the purchase of 9,980,000 acres. The estimated cost of the land 
is slightly in excess of $44,000,000. Practically all of this land is 
under option. About 1,305,000 acres are in Indian projects; 
731,000 are in migratory waterfowl projects, and 434,000 in rec- 
reational projects. The remaining 7,510,000 acres are in projects 
originally initiated by the Land Policy Section from the primary 
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standpoint of correcting maladjustments in land use. Slightly 
over 22,000 families reside in the entire area being acquired, of 
whom nearly 12,000 will require financial aid for relocation. More 
recently a little over $40,000,000 was allocated by the President 
for the improvement of the lands acquired, but the use of this 
sum is subject to the restrictions of the Works Progress Admin- 
istration, and thus far only $15,000,000 has definitely become 
available. Up to last Saturday we had requested upwards of 
27,000 men from the Works Progress Administration for devel- 
opment work on the land program, but we had received only about 
12,000. Together with other classes of persons whom we had been 
allowed to employ, the total number at work exclusive of admin- 
istrative personnel was about 17,000. Our plans call for employ- 
ment of a maximum of 75,000, and it is hoped that the prospective 
relaxation of restrictions will enable us to increase materially the 
number employed. These men are engaged in multifarious tasks 
of land improvement, such as reforestation, thinning, construc- 
tion of roads and trails, building of reservoirs, reseeding of pas- 
tures, and construction of water supply systems, dipping vats, 
recreational buildings, ete. 

In the earlier administration of the Land Program, the Land 
Policy Section of the Agricultural Adjustment Administration 
and the other three technical agencies—the National Park Serv- 
ice, Bureau of Biological Survey, and Bureau of Indian Affairs 
—were responsible for planning the purchase projects and for 
optioning the land. Financial and legal administration were the 
responsibility of the Federal Emergency Relief Administration. 
Responsibility for resettlement of families removed from the 
purchase areas rested upon the Division of Rural Rehabilitation, 
another division of the Federal Emergency Relief Administra- 
tion. Under this arrangement virtually no families were actually 
relocated, and the division of responsibility for the land adjust- 
ment program and the resettlement program bore evidence of be- 
ing an inauspicious arrangement. Planning of purchase projects 
and arranging for purchase of land was the responsibility of one 
agency, actual purchase was in the hands of another, and reloca- 
tion of families in the hands of a third. Combination of these 
three functions in one agency was accomplished when the Land 
Program was transferred to the Resettlement Administration. 
This new agency brought together the Land Policy Section of 
the Agricultural Adjustment Administration, the Division of 
Rural Rehabilitation of the Federal Emergency Relief Admin- 
istration, and the Subsistence Homesteads Division of the De- 
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partment of Interior. The personnel of the Land Policy Section 
supplied the nucleus of the Division of Land Utilization. The 
Division is charged with responsibility for acquisition of the 
10,000,000 acres being purchased under the Land Program, with 
the improvement of this acreage under the $40,000,000 allotted 
for this purpose by the President, and with the purchase of all 
rural resettlement land. 

In order to develop a sound factual basis for the Land Program 
we have set up in the Division of Land Utilization a land planning 
section, which obviously is necessary to a program of land use 
readjustments such as we have undertaken. This section had its 
early beginning in the Division of Land Economies of the Bureau 
of Agricultural Economies, and is closely coordinated with it. 
The Land Use Planning Section is charged with the formulation 
of a comprehensive national planning program for the better 
utilization of rural land resources. Its responsibility includes the 
classification of land as to present condition and use, the de- 
termination of the best use of various types of land from physical, 
economic, and social viewpoints, and the development and applica- 
tion of policies for effecting the best uses of the various types of 
land. Immediate activities of the section include recommending 
suitable locations for acquisition projects and for resettlement 
sites, and assisting the operating sections in working out the local 
readjustments in land use and in local government organization 
necessitated by these projects. 

The section developed its field organization largely by taking 
over former land planning consultants of the National Resources 
Board. It cooperates actively with the State agricultural experi- 
ment stations, with state planning boards, and with the regional- 
ized type-of-farming organization of the Agricultural Adjust- 
ment Administration and the Bureau of Agricultural Economics. 
Gradually, also, the land planning program is to be coordinated 
with the county production planning program of the Agricul- 
tural Adjustment Administration. 

As the Land Program really is just getting under way in its 
new organizational setting, and has been handicapped by the 
necessity of adjustment to at least two major changes in organi- 
zational relationships, it is too early for a critical evaluation of 
its results. Nevertheless, from our experiences during the past 
two years we can make a number of pertinent observations. 

There have been serious drawbacks in having the Land Pro- 
gram tied to a program of unemployment relief. The necessity 
of operating what should be a long-time policy under the limita- 
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tions of an emergency relief program is responsible in large part 
for the unfortunate delays in the execution of the land purchase 
and resettlement programs. That these delays and hindrances 
have been serious no one can deny. We have had to let options 
expire without authority to renew them. We have been compelled 
to disappoint numerous landowners and communities through the 
dropping or curtailment of projects necessitated by drastic re- 
ductions in available funds. We have been forced to use relief 
labor from distant points on our land development projects while 
our own clients have been denied the right to perform this labor, 
even though the opportunity for such employment was one of 
the advantages which they sought in selling their lands. It has 
been necessary to delay the fulfillment of promises for the reset- 
tlement of thousands of families. 

Basic to many of the administrative problems facing the execu- 
tion of the Land Program is the fact that the work is being car- 
ried out by virtue of Executive Orders and is not supported by 
specific legislation from Congress. The fact that the Land Pro- 
gram is setting new precedents for governmental action in the 
field of land use, creates a need for certain specific authorizations 
not given in the broad relief legislation under which the Program 
is operating. 

A particularly complex set of difficulties has arisen in regard 
to the legal aspects of land acquisition. The title-approving ma- 
chinery of the Federal Government had never before been com- 
pelled to deal with so extensive a program of land acquisition. 
Legal procedure employed in securing land valued at a few dol- 
lars an acre still is characterized by the meticulous care used in 
securing title to a post office site in the heart of a large city. 
Consequently from three months to two years may elapse be- 
tween the acceptance of options and final payment for the land, 
with an average period of six to eight months. This delay is an 
embarrassment to the landowners, who, in spite of warnings, 
often enter into other financial obligations on the strength of the 
options they have given. It also hinders the land improvement 
program. Since the Government does not yet have title and the 
land improvement program operates under a time limit, special 
leases and other methods have to be resorted to in order to ob- 
tain permission for carrying out development work on our land 
projects. 

The question of permitting landowners to reserve mineral and 
other rights is a vital aspect of the title problem. We are at 
present required to submit a memorandum of justification to the 
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Comptroller for each tract containing reservations. The diff- 
culties of making and carrying out plans for land purchase and 
development, oriented for relief purposes, under such delays and 
uncertainties in obtaining titles are obvious. 

Another major difficulty requiring legislative action lies in the 
lack of authority to compensate local or State governments for 
the loss in revenue resulting from public land acquisition. The 
lack of any provision for payments in lieu of taxes has aroused 
a good deal of local opposition to some of our projects. 

In attempting to draw up purchase contracts, leases with op- 
tions to buy, and straight leases for our resettlement clients, we 
have been hampered by the lack of any revolving fund feature 
in the appropriations under which we operate. All payments on 
land purchased or leased by these clients must be covered into 
the Treasury as miscellaneous receipts. We cannot use these 
funds for such desirable procedures as compensating tenants for 
unexhausted improvements, or for repurchase of a purchaser’s 
equity in the event he is forced to leave his holding. 

In spite of the handicaps and difficulties we have encountered 
in its administration, however, the Land Program under the New 
Deal undoubtedly has been permitted to inaugurate and to ad- 
vance by several years the execution of a policy for correction 
of maladjustments in land use through public acquisition. Five 
years ago the purchase of land for this purpose was merely an 
academic concept. Now, through the emergency funds, we are 
engaged in a program for public purchase of almost 10,000,000 
acres of such land. When we realize that prior to 1931 the Federal 
Forest Service had been permitted to purchase less than seven 
million acres under the Weeks Act and the Clark McNary Act, 
during a period of two decades, we who have advocated the new 
policy for many years should take heart. 

The farther we progress with the present land program the 
more convinced we are that there is need for its continuance in 
one form or another, if we are to correct the serious maladjust- 
ments that have developed under the earlier laissez-faire policies 
of land settlement and utilization. Laissez-faire economists be- 
lieve that such maladjustments will correct themselves in time 
through economic processes. But what prospect is there that the 
poverty-ridden mountaineers of the Southern Appalachians and 
the Ozarks will vacate their farms and find a suitable means of 
livelihood in other regions and other industries? What is to pre- 
vent the persistence of speculative activity and unwise settle- 
ment in the western Great Plains or in the northern Lakes States 
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under the spur of occasional good rainfall and high prices? What 
is to prevent the continuation of the cycle of migration from the 
poor lands while urban prosperity prevails and a return to these 
lands with the onset of depression? A study of school census 
figures in twelve States by Allin and Parsons shows that the poor 
land areas in general lost larger proportions of their population 
than the good land areas during the period of industrial prosper- 
ity from 1922 to 1929, and gained larger proportions during the 
depression, and that, moreover, the poorer the land the greater 
were the increases of population stimulated by depression. 
Emphasis on the idea of aiding the removal of population from 
land ill adapted to provide a livelihood through crop farming 
has resulted in the program of land use adjustment through 
public purchase being popularly known as the ‘‘submarginal’’ 
land program. This term is a misnomer, since other classes of 
land than farm land are included, and some of the land being 
purchased will continue to be used for grazing. Moreover, even 
as applied to farm land, I should like to dispel the idea that we 
have a concept of a fixed line of marginality of land under the 
assumed conditions of capitalistic economy, such as are predi- 
cated in English classical economics. The criterion which should 
be applied to a proposal for public purchase of farm land is not 
whether as privately owned farms it will return a profit to its 
operators on a cost accounting basis. The application of such a 
concept is beset with extreme difficulties even under the condi- 
tions of a commercial type of farming; it has but little signifi- 
cance in types of farming characterized by a good deal of self- 
sufficiency or in part-time farming. It may often be wiser to per- 
mit families to continue where they are, even though the land is 
incapable of yielding a profit under the conditions of commercial 
agriculture, and do our best to improve their adjustment to their 
present environment rather than to undertake their removal. On 
the contrary, among the important criteria by which we may 
judge whether occupied farm land should be retired from cultiva- 
tion are such questions as whether the land is capable of pro- 
viding its operators with what we consider an adequate level 
of living, whether superior alternatives are available, whether 
the pattern of land occupancy and use is socially desirable, and 
whether the land resources are being adequately conserved—in 
other words, whether the land is properly serving the general 
welfare. Even i in areas where it appears desirable to retire some 
farms, we may find it advisable to leave a number of families. In 
a project i in the so-called ‘‘dust bowl’’ our purpose is to purchase 
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mainly the lighter soils that are specially subject to wind erosion. 
These lands will be gradually restored to grass and then leased 
to the occupants of the heavier soils on condition that a grass 
cover is retained on the light soils and that a diversified type of 
farming, rather than mere grain farming, be carried on. It is 
also true of projects where reforestation and recreation develop- 
ments are planned that it is advisable to leave a number of 
families in the area and provide them with part-time employ- 
ment in project development and maintenance. 

Situations demanding public purchase to correct maladjust- 
ments in land use include, for example, removal of isolated set- 
tlers who become nonconforming users in areas zoned out of 
agricultural use, retirement from cultivation of land which is 
being destroyed by erosion, removal of settlers from public do- 
main or from Federal or State forests in order to block up the 
areas under public administration, and removal of farmers from 
poor areas where the continuance of farming creates an unwar- 
ranted public burden. 

High costs of local government and of relief, if nothing else, 
make it desirable to purchase land in some regions and to evacu- 
ate the population. The recent study by Jesness and Nowell in 
fourteen northern counties of Minnesota indicates that by spend- 
ing $4,636,000 for the purchase of about 5,000 scattered farms on 
poor land it would be possible to save annually about $778,000, 
representing annual costs to taxpayers for roads, schools, town- 
ship government, and fire fighting incurred on account of these 
isolated farms, which have yielded little or no tax revenue. In 
our Milk River project area in northeastern Montana, over 
$2,000,000 has been loaned in Federal crop and feed loans since 
1930, of which it is doubtful whether 25 per cent will be repaid. 
Red Cross aids since 1930 have totaled $445,000 and Reconstruc- 
tion Finance Corporation loans have been $530,000. County poor 
funds have trebled in recent years. Altogether an estimated total 
of $5,000,000 has been spent in the last five years in perpetuating 
submarginal farming in these three counties, enough to purchase 
more than a million acres. 

Public land purchase in rural areas has been undertaken 
previously almost entirely for the acquisition of sites for parks, 
forests, wildlife refuges, ete. In a program such as we are dis- 
cussing, these end uses, important though they may be, should 
be subordinated as by-products of the major objective of correct- 
ing the pathology of land use and maldistribution of population. 
One of the significant contributions made by the current land 
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program is the emphasis placed upon the multiple end uses of 
lands which are being acquired. Rarely do we find any large tract 
of land that has only one use to which every acre should be de- 
voted. Forestry and recreation, for example, or forestry and 
grazing can be developed in the same or in contiguous areas. 
Far-sighted land-use planning should envision a more definite 
integration of agriculture with forestry, recreation, and game 
management. 

While we are not undertaking to replace the land acquisition 
activity of the Forest Service, the National Park Service, or the 
Biological Survey, and while I believe we should emphasize more 
definitely the retirement of unsuitable farm lands, it is possible 
in doing this to supplement materially the land acquisition ac- 
tivities of those agencies, while still devoting attention mainly to 
the purchase of poor farm lands or other areas where the present 
use is seriously pathological. We also are supplementing the land 
acquisition programs of the states. The Land Program antici- 
pated the Fulmer Act in undertaking federal acquisition of land 
with a view to state administration. Lease agreements are being 
negotiated whereby the lands purchased under the Land Pro- 
gram may be turned over to the states for administration when- 
ever both parties agree to the advisability of such a course. 

There was a time when we assumed that an adequate land pro- 
gram, particularly a program of public purchase, could be carried 
on without any provision for resettlement. This was in the days 
of industrial prosperity, when there was ample opportunity for 
surplus farm workers to find employment in the cities. Now, with 
little prospect for urban industry to absorb the total natural 
increase in farm workers, it appears necessary to make provision 
for relocating on better land a large proportion of the families 
removed from land retired from cultivation, as well as to provide 
for the surplus farm population that fails to find an economic 
outlet in other occupations. Closely allied to this aim is that of 
improving the type of holding and form of land tenure for those 
already on the land—a purpose reflected in the provisions of the 
Bankhead Bill of the last session of Congress. 

Provision should be made wherever possible for the close in- 
tegration of land improvement opportunities with resettlement. 
Any program calling for relocation of large numbers of farmers 
by publie action should proceed gradually and deliberately. Ade- 
quate land planning is essential to discover alternative oppor- 
tunities for the families and to determine their capabilities with 
respect to taking advantage of such opportunities. There should 
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be no doubt that the settler will be better off in the new location 
than in the old. In giving an opportunity for a full or partial 
livelihood from the land for a portion of our unemployed popula- 
tion, especially the surplus farm families who could find no outlet 
in other occupations, we should consider the possibilities of scien- 
tific partial self-sufficiency in some rural areas. This includes in 
part the furtherance of the ‘‘live-at-home’’ programs which have 
been widely advocated in certain portions of the cotton belt and 
other highly specialized commercial farming areas, where even 
the inadequate supply of food is provided largely by supply 
merchants instead of from the farms themselves; it embraces 
also the substitution of certain home produced nonfood items 
for those formerly purchased. In one-crop areas, particularly 
in the cotton, wheat, and tobacco belts, farmers trade a product 
of their own poorly paid labor for the products of far-distant 
industrial labor. To a certain extent this may be economically 
justifiable, but there are indications that this type of long-distance 
exchange may have proceeded too far, especially if economic 
security is given due consideration. It is possible that the farmers 
in such situations would find it possible to attain a higher stand- 
ard of living by producing less of their cash crops for market and 
using more of their own labor for providing not only a larger 
proportion of their own food, better selected and prepared, but 
also, for example, improvements in housing and household equip- 
ment. This production for home consumption should take the 
form both of individual effort and of local cooperative enter- 
prises. To the extent that such adjustments in production resulted 
in a higher level of consumption on the part of those who took 
part in them, we would not have to face to a serious extent the 
familiar bogey of increasing competition to established indus- 
tries. We have made great progress in the direction of more 
scientific types and methods of commercial farm production and 
in the development of cooperative organization for commercial 
production and marketing, but we have made hardly a beginning 
in a scientific approach to the problem of developing further the 
principle of partial individual and community self-sufficiency, 
not only in production for direct consumption of material goods 
but also in the realm of recreation and a satisfying social life 
not primarily motivated by pecuniary considerations. When due 
allowance is made for the element of security and the values 
associated with stability, I believe we can go far in this direction 
through the application of intelligence. Such a policy could per- 
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mit a much larger number of families to maintain a foothold on 
the land without unduly complicating the problem of commercial 
farm surpluses. On the basis of the 1930 census a rough estimate 
indicated that nearly 50 per cent of our farm families are respon- 
sible for only a little more than 11 per cent of the commercial 
farm production. These families fall into three main groups: 
(1) Families whose living largely depends on production for 
home use rather than for sale; (2) part-time farmers or other 
families which have other sources of income (most such families 
are engaged partly in production for home use) ; and (3) small 
farmers engaged mainly in commercial production whose aver- 
age output is unduly small in proportion to their number, such 
as the cropper and small tenant farmer of the South. All of these 
classes should be encouraged to practice more intelligent types 
of self-sufficiency in production both through individual effort 
and through cooperation with their neighbors. The small amount 
of commercial production for which they are now responsible 
also suggests that a policy of gradually increasing their number 
need not exert a disastrous influence on commercial farmers’ 
markets. 

To function properly, a land acquisition and resettlement pro- 
gram such as we have undertaken with emergency employment 
and relief funds should be established by a specific act of Con- 
gress, with adequate appropriations and adequate authorization 
for actions necessary to the conduct of the program. Machinery 
should be set up to simplify securing of clear title to the land 
and for reservation of such rights by former owners as will not 
interfere with the proper use of the land. Revolving funds should 
be provided to enable the agency responsible for relocation of 
families to maintain properties, to provide compensation for 
unexhausted improvements to tenants, and to repurchase the 
equities of settlers forced to leave their holdings. Provision 
should be made for payments to local governments in lieu of 
taxes, in return for public services rendered on the publicly 
owned area. No comprehensive plan has as yet been formulated 
to solve the problem of compensating local governments for rev- 
enue lost through public acquisition. A precedent has been set 
by the return of 25 per cent of total gross revenue from national 
forests to the counties in which the forests are located, and the 
return of 50 per cent of the gross revenues from grazing districts 
under the Taylor Grazing Act to the counties. In some areas, 
especially where the land will be used for grazing, earnings avail- 
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able for such sharing will not be long postponed or the savings 
to local governments through public acquisition and evacuation 
of tax-delinquent areas will more than offset the loss in tax 
revenue. Such a plan of sharing income, however, does not fully 
solve the problem. In many instances, especially in the case of 
recently cut-over lands, there probably will be no substantial 
revenues for many years. However, it is a corollary to our pur- 
pose of placing lands in productive and worth-while uses to find 
sources of revenue for the units of government which service 
these lands. The problem calls for a comprehensive fiscal policy 
associated with all segments of our land acquisition program, but 
at the same time for a flexibility in method of providing revenue 
for local governments which will allow for the widely varying 
situations encountered, and particularly for opportunity to avoid 
perpetually subsidizing obsolete forms of governmental organi- 
zation. 

Although an important part of a program for correcting and 
preventing maladjustments in land use, public land acquisition 
cannot alone accomplish this objective. To purchase all land mis- 
used or potentially subject to misuse in private hands would 
impose an impossible burden upon the Federal and the State Gov- 
ernments. The purchase program, therefore, must be combined 
with measures for encouraging wise use of privately owned lands. 

One such measure is the zoning of rural lands to control their 
uses, particularly to prevent the use for agriculture of lands un- 
suited to that purpose. This type of control is especially adapted 
to relatively undeveloped areas where agricultural settlement is 
scattered, with attendant high costs of government, and where 
nonconforming users in districts zoned against agriculture can be 
assisted in relocating through the public land-acquisition pro- 
gram. 

Another alternative to public purchase is contracts with indi- 
vidual private users providing for the payment of benefits for 
such restrictions as appear to be in the public interest, especially 
restrictions which would seriously impair the immediate income 
from the land. Such a policy has had its prototypes in the Agri- 
cultural Adjustment Administration’s crop control contracts, 
and in the contracts between the Soil Conservation Service and 
individual farmers. 

Many futile attempts to use poor land for farming could be 
prevented by strengthening state ‘‘blue-sky’’ laws and state laws 
for licensing real-estate operators to prevent fraud and misrep- 
resentation in land sales and colonization. Enforcement of such 


la 
clas 
by 
wit 
loc 
use 
sca 
tai 
the 
the 
pat 
iso 
pol 
ad 
to 
ow 
cut 
if 1 
tit] 
tak 
the 
be 
the 
an 
tax 
to 
que 
tra 
pa 
ex] 
vis 
us 
fo 
ler 
the 
pe 
ust 
or 
ge 


National Land Program 273 


laws would be greatly facilitated by an adequate program of land 
classification in areas in which settlement is being encouraged 
by commercial agencies, accompanied by appropriate publicity 
with respect to the relative suitability of given types of land. 

Changes in laws concerning federal and state subventions to 
local governments, conditioning such aids upon their economic 
use, would aid in consolidating communities in the areas of 
scattered settlement. Subventions to local governments in main- 
taining roads and schools which are not restricted to cases where 
these facilities serve a large enough number of persons to make 
their per capita costs within reason, only help to perpetuate 
pathological conditions of land use. A situation in which an 
isolated settler in the North Woods can secure a considerable 
portion of his year’s income by transporting his own children to 
a distant school and by doing the maintenance work necessary 
to keep open the three or four miles of road leading only to his 
own farm, should not be tolerated. 

Much of the land unsuited to agricultural use, especially in the 
cut-over areas, would be permanently retired from cultivation 
if the states would strengthen their laws providing for taking 
title to chronically tax-delinquent lands. Few states have yet 
taken this step. Here again a land classification program, in which 
the Federal Government could cooperate with the states, would 
be necessary to indicate the areas where the taking of title by 
the public, rather than return to private ownership, is desirable, 
and also the best uses for the lands publicly acquired through 
tax delinquency. A public purchase program is usually necessary 
to supplement a program of public acquisition under tax delin- 
quency laws, in order to secure adequate blocking for adminis- 
tration. The Land Program already described has been shaped 
partly to accomplish such a purpose. In most states, however, the 
existing laws relative to tax-delinquent land need material re- 
vision to facilitate the accomplishment of such objectives. 

In closing, I wish to emphasize again the point that the land 
use adjustment program is not primarily concerned with land 
for its own sake. The land problem is essentially a human prob- 
lem. Readjustments in land use cannot be considered apart from 
the present pattern of use and the persons whose living is de- 
pendent upon present uses. Any program for attaining desirable 
uses of land must give due consideration to the resulting benefits 
or injuries to these people, as well as to the benefits to society 
generally. 


Noble Clark 


Discussion By NoBLE CLARK 
UNIvERSITY oF WISCONSIN 


I consider it an honor to appear on this program with Dr. Gray, for 
I recognize in him one of the nation’s foremost land economists. At one 
time I had the very real pleasure of working with him as a member of 
his staff. I have high admiration for him as a student and as a fellow 
worker. 

In what I am about to say there will be statements that put me on 
record as differing radically from many of the policies and procedures 
of the organization with which Dr. Gray is now associated. It is my 
conviction that several of these activities have been inaugurated over 
Dr. Gray’s objections. I know from first hand experience that with more 
than one important decision Dr. Gray and his associates were not even 
consulted until after the die had been cast, and it was too late to modify 
the plans. 

In the short time available today it is obviously impossible to discuss 
all phases of the National Land Program, so I shall confine my remarks 
to the federal project involving the purchase of submarginal land, with 
which undertaking I have had some first hand contact. 

At the outset we may as well face the fact the general public is today 
much less sympathetic to land use planning than it was two years ago. 
The federal submarginal land purchase program, announced by President 
Roosevelt in September 1933, was inaugurated with almost universal 
public approval. Thoughtful citizens throughout America had recognized 
the economic loss—the utter futility—of continuing year after year to 
spend public funds in the form of seed loans, feed loans, drought relief, 
and direct human relief—as subsidies to agriculture in regions or loca- 
tions where successful agriculture was virtually impossible. It was widely 
recognized that here was a project which deserved support, not only as a 
means of relieving human distress, but also as an opportunity to save 
the public treasury from pouring millions of dollars annually into the 
support of farming where farming ought not to be practiced. 

However, the program, which started out with such high hopes and 
widespread public approval, has hesitated, faltered, and finally dis- 
couraged even its most loyal supporters. Farm families, which took at 
face value the announcements from Washington, and the assurances made 
to them by the field workers sent out from Washington, have seen their 
hopes fade, the promises made to them not carried out. Today these rural 
unfortunates are disappointed, disillusioned, and bitter. The general public 
has pretty largely lost confidence in the whole concept of using land 
planning and governmental agencies in reducing or curing rural distress 
associated with submarginal land. The pendulum of public reaction has 
now swung so far opposite to the position it was two years ago, the 
immediate danger is that the good in land planning will be condemned 
with the bad. Many people are now in a mood in which they are willing 
to burn down the school to get rid of the teacher. 

Because it was not getting the desired results, the federal land use 
program has been drastically reorganized by President Roosevelt at 
least four times during the past two years. It now seems likely the Presi- 
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dent will soon reshuffle the cards again. These reorganizations, in my 
judgment, are likely to continue, and with as little effect as in the past, 
until the administrative set-up is changed, and state participation in 
responsibility and authority is definitely provided. Reshuffling the cards 
at Washington may make a new deal, but it will not produce an effective 
field program in land use readjustment in the 48 states. 

Widespread is the belief the voters have only two choices, (1) to sup- 
port the present ineffective and luckless program with all authority cen- 
tered at Washington, or (2) to wipe out the whole attempt at govern- 
mental land planning, and go back to the old basis in which the individual 
is left to the mercy of relentless, impersonal economic forces which slowly 
and inexorably compel the necessary adjustments. 

This is the challenge to us as social scientists—we have the oppor- 
tunity to put forward a third, and infinitely more desirable, alternative. 
I propose to suggest some essential features of such a third alternative, 
but first it seems worth while to summarize very briefly the experience 
the past two years have provided. 


Need for Closer Cooperation with State Authorities and Local People 


Apologists for the federal land projects can point to the newness of 
the program as a governmental undertaking, to a host of legal complica- 
tions and hindrances, and to many other difficulties inherent in the job 
that has been attempted—but when the evidence has been analyzed, 
one salient fact stands out above all the welter of controversy and dead- 
ening delay. 

In spite of the fact that virtually all governmental authority regarding 
the regulation of land use rests with the states (and even the most ardent 
federalists agree it should remain there) the present national program has 
been set up as if federal agencies had this authority. Titles to land are 
subject to state regulation. Taxes are levied by states and the local gov- 
ernmental units deriving their powers from the state. Public services 
affected by land settlement, such as schools, highways, and public health, 
are all matters in which the state and local agencies have entire jurisdic- 
tion. Rural zoning regulations, which are usually necessary if new settle- 
ment is to be prevented in an area in which present residents are bought 
out and moved, can only be passed by states and their subdivisions. 
Actually the several states now have, and are certain to continue to 
have in the years ahead, very much more opportunity and legal authority 
to change land uses than the federal government. 

On the other hand, the national government has access to large funds 
not available to the state agencies. No one discounts the essential need 
of money to finance a submarginal land retirement program. Few states 
have the funds to carry forward such an undertaking without federal 
assistance. The question will not down, however, as to why the federal 
government, just because it has easier access to the taxpayers’ pockets, 
should allocate to itself all authority for administering the submarginal 
land program. Is it not probable that much more can be accomplished 

y using federal funds and federal leadership to stimulate state initiative 
than by attempting to do the whole job under centralized federal control? 

For the past two years the projects have been organized in such manner 
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as to retain all authority in Washington. The assistance of state officials 
has been sought, but they have not been accepted as partners, nor given 
authority in the determination of field policies. Under these circumstances 
the states have quite naturally refused to accept responsibility for the 
federal projects. They insist if they cannot be granted authority they 
cannot be asked to assume responsibility. This lack of cooperation is 
unfortunate, because the nature of the work to be done requires close 
team work between the federal and state agencies if the program is to 
succeed. The situation is not improved, however, when federal officials 
accuse the states of failure to cooperate. Cooperation must rest on a 
firmer and broader basis than the docile acceptance of demands simply 
because the requesting party has large funds with which to back up his 
negotiating position. 


Some Lessons We Have Learned 


There are other significant conclusions we can credit to our past two 
years of experience. 

1. The objectives should be clearly defined before the field work is 
begun. The federal submarginal land program started out as a job in 
human engineering to help distressed rural people. Then it became a 
project to correct misuses of land, and millions of acres were optioned 
on which no one ever tried to farm, or ever would attempt to farm. Next 
the program was bent and twisted to permit the purchase of lands 
particularly desired by certain governmental agencies, such as the Park 
Service, the Forest Service, the wild game agencies, the War Department, 
and many other ambitious departments that had the urge for more land, 
but that could not, or at least had not, convinced the Congress these land 
acquisitions were urgent enough to justify buying such additional acreage. 
More recently it is my understanding the Resettlement Administration 
has given major emphasis in its selection of submarginal land to the 
opportunities particular areas offered for work relief activities. The 
public’s confidence in this undertaking has been undermined in no small 
part because the objectives of the program have been so frequently 
changed. 

2. Before actual buying of submarginal land is undertaken, legal 
machinery should be set up to prevent unwise future settlement in the 
purchase area, and the local people should give evidence of their desire 
to enforce such restriction of settlement. History shows clearly that man- 
kind advances pretty much in direct ratio to the discipline man is willing 
to impose on himself. There are decided limitations to the “good” that 
can be done to others without their active support and their will to 
cooperate. During the past five years the census indicates there have 
been about 600,000 new farms started in this country, and the major 
portion of these have been in the regions of cheap land, where the slope 
is abrupt, the soil sandy or rocky—in fact the very kind of land we 
classify as submarginal. It is a grim joke that for every family the 
federal government has laboriously moved off submarginal land at 
least five new families have moved onto poor lands. As one of our Wis- 
consin men has said, is it not plain common sense to plug the hole in 
the boat before starting to bail out the water that has leaked in? Society 
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does not always have to buy land in order to control its use. Often we 
can accomplish by rural zoning just as much as we can by a land buying 
program, and zoning costs little or nothing. 

3. Before families are asked to sell their present submarginal farms, 
a better economic and social opportunity elsewhere should not only be 
found, but actually accepted by the rural families being assisted. 

Time has demonstrated the welfare of many of the local people was 
not advanced when governmental agencies paid good prices for the infer- 
tile and unproductive little farms formerly owned by the mountaineers 
living in what is now the Shenandoah National Park. Today, I am told, 
a very considerable portion of these families have spent the money they 
received for their land. They are homeless and without employment. 
Many have had to go on relief. Their morale is infinitely lower, and the 
cost of their public assistance very much greater, than if they still had 
their cabins and clearings in the mountains. I appreciate the Resettlement 
Administration did not inaugurate this project, but the lesson is there 
just the same, even though we still believe the Shenandoah area is better 
suited for a park than for agriculture. Too many federally transplanted 
families are now worse off than before the government projects were 
begun. Is it not a paradox that in this, their first big chance to shape the 
course of governmental programs related to land use, the social scientists, 
who have administered the federal land program, have been jockeyed 
into emphasizing the physical aspects of land above the human or social 
interests involved? They began by buying out and aiding improperly 
located families. They ended by buying improperly used land. 

4. Publicity should be kept at a minimum in advance of actual field 
achievements. There is no question but the submarginal land purchase 
program has been oversold to the public. The unwarranted hopes that 
were held out by this unwise publicity constitute a very real present 
handicap to sound achievement and the gaining of recognition from the 
public when, and if, worthy accomplishments are attained. 

5. We should not permit an economically sound program, which will 
take many years to complete, to become an integral part of a partisan 
political enterprise. The need for land use reorganization was not dis- 
covered by the Democrats, and it will be unfortunate if the public gains 
the impression governmental efforts in this field are tied up with the 
New Deal, the Old Deal, or any other kind of a political deal. There is 
no surer way to kill a good project in this country than to pin on it the 
label of a political party. Likewise, it is the height of folly to set up an 
agency for long time planning and then man that agency with political 
appointees. As W. B. Monro has said, “A planned economy, administered 
by politicians and their needy friends, is merely another name for admin- 
istrative chaos. The spoils system is ‘the very negation of all that plan- 
ning implies.’ 


Social Scientists Have Not Lived Up To Their Opportunities 


Now I cannot escape the conviction that you and I as social scientists 
carry some of the responsibility for the disrepute into which the whole 


1The New Deal and a New Constitution. Atlantic Monthly, November, 1935. 
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concept of land planning is falling. We have certainly indulged in wishful 
thinking. The focus of our research has been on what constitutes improper 
land uses, and on society’s need that such uses be corrected, but we 
have left to the politicians and to personally ambitious individuals the 
opportunity to capitalize on our work, by telling the public how these 
worthy objectives may be attained with governmental funds and per- 
sonnel. It is high time our research workers studied methods of adminis- 
tering land use reorganization programs. We cannot continue to spend 
all our time planning the changes we would like to see made in land 
use, and naively assume someone else will develop the proper means by 
which we can attain these objectives. 

Decentralization, it seems to me, is the urgent and obvious need of 
the situation. This nation is too large, and the problems of the 48 states 
so varied, that no single man or federal bureau at Washington can make 
the decisions that are required, if a far-reaching and effective land use 
reorganization program is to be carried forward successfully. Necessity 
requires the discovery of methods of delegating responsibility and 
authority to the several states; at the same time setting up devices which 
will protect the federal funds that are to be spent, so as to be certain they 
are used efficiently, and broad national interests promoted. While the 
present national administration has been seeking means of reducing the 
evils of “bigness” in industry, it has fallen into the error of super-concen- 
tration of governmental administration in a field where the very nature 
of the task requires flexibility and adaptability to the diverse conditions 
in the several states and geographical areas. 


Examples of Federal-State Cooperation 


There are many successful precedents involving federal and state coop- 
eration in field work, and providing centralized federal control coupled 
with decentralized state administration. 

When, in 1887, the federal government saw the necessity for conducting 
agricultural research in the several states, so as to secure information 
based on the conditions peculiar to each area, Congress did not set up 
a federal experiment station in each state. Recognizing the wisdom of 
encouraging state participation and cooperation, Congress passed the 
Hatch Act appropriating federal funds to aid state agricultural experiment 
stations. It is generally recognized the Hatch Act deserves major credit 
for stimulating state interest in agricultural research. So entirely success- 
ful and satisfactory were the results of this cooperation, that in 1906, 
in 1925, and again in 1935, the Hatch Act was amended, each time increas- 
ing the amount of federal aid given each state. 

A second example is the Clarke-McNary Act, passed by Congress in 
1924, now making available considerable sums of federal money to be 
spent by states in the prevention and suppression of forest fires, the 
distribution of forest planting stock, and in the support of farm-forestry 
extension work. 

A third example is the well known practice of the federal government 
of allocating millions of dollars annually to the states to be spent by 
them in building federal highways. The states administer the building 
of these federal highways with federal and state money. 
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It is significant that, in each of these three examples, it would have 
been very easy for the federal agencies to set up their own field organiza- 
tions to carry forward the tasks in question. But Congress saw the need 
of state cooperation, and time has proved the wisdom of providing decen- 
tralized administration 

Three important regulations and protective measures were incorporated 
in the congressional acts making these federal aids available to the states. 

1. Each state legislature was required to accept the grants officially, 
to recognize state responsibility for their wise and efficient expenditure, 
and to designate state officials or agencies authorized to administer the 
funds on behalf of the state. 

2. The federal government reserved the right to approve the general 
character of the projects undertaken with the funds provided, and regu- 
larly to inspect and approve the results obtained before additional grants 
are given. 

3. The states are given wide latitude and freedom regarding the details 
of administering the programs, provided the fundamental purposes of 
the appropriations are adhered to. 

Austin F. McDonald, of the University of Pennsylvania, in his book 
“Federal Aid,” lists 138 examples of federal-state cooperation, every one 
highly successful, and all of them based on the general principles cited 
above. I urge any of you interested in this subject to read this book 
which shows how unnecessary it is to make the difficult determination of 
whether particular governmental functions are national or local. Federal 


aid combines state control with national leadership. That is what the 
land program needs. 


A Suggested New Organization 


Congress could offer federal funds to each state that will establish a 
competent administrative agency to supervise projects involving the reor- 
ganization of land use. The size of these federal allotments to the several 
states might well be determined by the need of a particular state for the 
retirement of unproductive farm lands, the willingness of the state to 
assume a part of the financial burden, the safeguards the state will pro- 
vide the project by such means as rural zoning ordinances preventing 
future settlement of submarginal areas, as well as the assistance and 
opportunities made available by the state to distressed farm families in 
relocating where there are better economic and social possibilities.” 

A most important result from such a program will be the stimulation 
of local effort, and the development of a willingess on the part of local 
people to make the sacrifices, and to impose the self-discipline, necessary 
to surmount the many emergencies and problems that are constantly 
demanding solution. From the federal standpoint, there are large risks 
and most serious objections to the present tendency to pass to Washing- 
ton, and to the Federal Government, the responsibility for taking care of 
the hard luck any group of citizens or geographical area may experience. 
This philosophy is based on the belief Washington has lots of money— 


?For a further explanation of this plan for federal-state cooperation in the aiding of 
Persons stranded on submarginal land, see Clark, Noble, ‘‘Coordinating Local Planning with State 
and Federal Programs,” in the 1934 yearbook of the American Civic Association entitled, ‘‘Plan- 
ning Problems of City, Region, State and Nation,” pages 104-112. 
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other people are getting generous financial assistance—so why should 
not the local Congressman or Senator be asked to demand that some fed- 
eral agency come in and lift the community out of its troubles? It is this 
growing dependence on federal paternalism that is undermining the very 
fiber of our citizens. Likewise it is the most serious weakness in any pro- 
posal to have federal agencies given wide powers of authority in connec- 
tion with matters which directly affect individual citizens. If we do not 
want to make millions of Americans as dependent on the federal govern- 
ment as the Alaskan colonists, we will have to devise ways of preventing 
federal programs from destroying state initiative, and from undermining 
the self-reliance of the very citizens in whose behalf the programs are 
undertaken. 
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A FUTURE PATTERN OF RESEARCH IN 
AGRICULTURAL ECONOMICS: 


Eric ENGLunp 
Bureau or AGRICULTURAL Economics 


I 


The title of this paper suggests at least two modes of treat- 
ment. In one of these an attempt might be made to design a guide 
or model of future research in agricultural economics. In the 
other, a mere description might be offered of a probable course 
of development in this field without regard to one’s judgment as 
to what ought to be the future pattern of our research. It would 
be hazardous, especially within the scope of a single paper, to 
attempt either to set up a model for this field or to prophesy 
the course of developments in it. 

We are not obliged, however, to choose all of one and none of 
the other mode of presentation. Hence, this paper represents 
an attempt to assume and in part to predict certain trends of 
economic events and of public opinion and policy with respect 
to agriculture and to sketch some elements of a research pattern 
which may be expected not only to result from these trends but 
also to some extent to influence their course. In this attempt it 
would not be altogether possible either to escape the responsi- 
bility of offering advice or to avoid the hazards of prediction. 

While certain major trends in economic affairs and in public 
opinion with respect to the functions of government will pro- 
foundly affect the future pattern of our research, the outcome 
of these trends and the policies and programs that will be de- 
veloped may themselves be modified and to a degree directed 
by research in this field. It has been said that it is none of the 
economist’s task to concern himself with policy; that he is a 
specialist in means, not in ends—in technique, not in values; 
that it is for the statesman, not the economist, to sense social 
needs, values, and possibilities and to conceive and develop 
broad policies. 

Instead of depending wholly on the statesman for leadership, 
the economist also has the opportunity to get his cue for his 
research plans from those economic and social trends which are 
discernible now and which may be reasonably predictable. The 
economist’s great opportunity to influence public opinion, policy, 
and program lies primarily in detecting trends, anticipating 


1This paper was read before the Twenty-sixth Annual Meeting of the American Farm 
Economic Association, New York City, December 27, 1935. 
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economic issues and studying them in advance of their reaching 
the arena of severe public controversy when sides are too sharply 
drawn and public men make commitments which cannot be re- 
versed except with great difficulty. Research has immense stra- 
tegical advantage in public opinion and over statesmen and 
administrators when it is forehanded enough to penetrate the 
problem and to point the way toward a solution, in advance of 
the problem having reached the stage of sharp controversy, ill- 
considered proposals and stubborn commitments. This means 
that a pattern of research in agricultural economics should be 
planned with respect to probable needs of individual farmers, 
groups, and public agencies. These needs are not always pre- 
dictable with certainty, but it should be possible, as already indi- 
cated, to arrive at a reasonable approximation on the basis of 
major trends. 
II 


One of these trends is that the demand for some form of public 
influence and direction over economic activity including agricul- 
ture is likely to persist and may be greater in the future than in 
the past. This tendency of course will not be uniform. Temporary 
change, variations in public opinion and policy, may be expected 
from time to time. However, if events of the past several decades 
are indicative of the future, the long-time trend is likely to be 
toward more governmental direction and influence. The move- 
ment is so deep-rooted both in democracies and under other forms 
of government as to constitute a universal trend. It matters little 
what any one of us thinks of the desirability of this trend. Differ- 
ences in judgment are largely on matters of degree, and between 
one kind of control and another. 

This tendency makes it both desirable and inevitable that a 
large part of the future pattern of our research should include 
studies that have as their objectives the determination of sound 
policy and plans and programs. For this reason there is a definite 
need both in research and graduate teaching for increased em- 
phasis on agricultural policy, which would call for a synthesis 
of many separate elements of information that result from spe- 
cialized research projects. 

It need not be assumed, however, that the scope for individual 
judgment and action in agriculture will be sharply limited by the 
enlarged sphere of public action. It is likely that the latter will 
to an increasing extent assume the form of institutional arrange- 
ments designed to cope with problems which unorganized indi- 
vidual action is incapable of handling. I have reference to public 
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policy and programs with respect to such matters as (1) land 
problems and soil conservation in which the interest of society 
goes far beyond the comparatively short-time interest of the 
individual; (2) credit and monetary problems which are in large 
part beyond the scope of individual action; (3) problems of public 
finance and taxation, which are necessarily matters of law and 
public administration not only in their fiscal aspects but also in 
matters of equitable distribution of the cost of government and 
economic and social effects of expenditures and tax levies; and 
(4) marketing arrangements and processes in which the rules 
of the game both for private and cooperative organizations de- 
pend on public sanction and administrative supervision. It is 
increasingly apparent that these and many other institutional 
arrangements are necessary parts of public responsibility, and 
that economic necessity and public conviction make them so. 

These developments, however, leave a large sphere for the 
individual. In a society such as ours, the economic life of which 
is so largely based on private property and private entrepreneur- 
ship, it may be fairly assumed that broad scope will remain for 
individual action. Under our system of agriculture based essen- 
tially on private property in land and on the individual family 
farm as the unit of operation, wide latitude for individual action 
will remain under any reasonably conceivable program of public 
direction. In the rapid ascendency of the idea of public direction 
in recent years or in the many programs inaugurated relative to 
agricultural land and farming, I do not believe there is the 
slightest weakening in the public conviction that private property 
in farm land is desirable, that public policy should promote 
operating ownership, and that the economic importance of the 
family-unit farm is surpassed only by its social value in Amer- 
ican life. 

III 

With these fundamentals of American policy—private prop- 
erty, operating ownership, and family-unit farms—apparently 
unshaken, we may be assured that the American farmer, aided 
by agricultural research and education, will continue to exercise 
his own judgment and act individually within the framework of 
public policy. As events of recent years indicate, that policy itself 
depends more upon the aggregate of individual farmers’ judg- 
ment than on any other single element. This points to another 
part of our future pattern, namely, research designed to yield 
information and guidance for the individual farmer in the exer- 
cise of his own judgment in organizing and operating his business. 
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Along with research aiming to aid individual action, there is 
also increasing need for that type of research which analyses 
specific problems and public programs that are proposed or in 
operation, for the purpose of giving to the individual farmer 
information and research conclusions that will help him partici- 
pate more intelligently and effectively through group agencies 
or public institutions. By intelligent participation, I mean not 
only acquiescence and support but also dissent and constructive 
opposition, provided they are based on evidence and processes 
of reasoning. 

The pattern of our research in aid of the individual farmer 
will consist in large part of that kind of research which will 
furnish a basis for individual judgment through educational 
methods. Even with public influence over agricultural production 
as at present, the farmer remains the pivotal figure—his is the 
executive will in the organization and management of the farm 
as a going business concern. This suggests continued need for 
research in farm organization and management that will afford 
a basis for the educational process as well as for the broad pro- 
grams of production adjustment. In this there is need for in- 
creasing emphasis on the research process of synthesis, to bring 
together information yielded by the technical as well as the 
economic projects. This includes analysis of data resulting from 
many lines of research in addition to the gathering and analysis 
of new data. 

Economic and technical information in their practical applica- 
tion are fused in the business of organizing and operating the 
individual farm. In the very nature of his business, the individual 
farmer must use both types of information in striving to achieve 
his economic aims. This has been true so long that to mention it is 
almost old fashioned. Yet the synthesis of economic and technical 
information seems to be a new phase in agricultural research. 
Perhaps this lends support to the view, held by some, that prac- 
tice precedes research. 

Another part in our pattern relates both to the farmer’s partici- 
pation in governmental programs and to the formulation and 
administration of these programs by the responsible public 
agencies. I have reference to studies relating to probable worka- 
bility of proposed programs and to the testing of them in actual 
operation. This is a job for both public and private research 
institutions. It can probably be done best by these persons and 
institutions that are sufficiently detached from the operating 
agencies to be reasonably free from the constant pressure of 
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administrative necessity to permit research objectivity, and yet 
close enough to the sobering influence of the responsibilities of 
these programs to avoid the danger of becoming too smug in an 
Olympian detachment from the scenes of practical action. 


IV 


Research conducted over many years prior to the present 
agricultural programs yielded a body of information that helped 
to create a public opinion out of which these programs grew and 
provided data essential to organizing and operating these pro- 
grams. This earlier research work yielded another set of results 
perhaps fully as important. It developed men with specialized 
knowledge and qualitative judgment with respect to particular 
problems of agriculture. Many of these have filled important 
places in the fact-finding and administrative work of these pro- 
grams. This suggests that in our future research, increased 
emphasis should be put on the development of a personnel not 
only with training in the field of facts but also with insight and 
judgment, which qualities can be transmitted only in part through 
the medium of printed pages. The importance of the individual 
research worker as a product of his research becomes greater as 
public policy and programs play a larger role in agriculture. 

This suggests that the training of the economic specialists must 
be provided for to a greater extent in our future plans. In this 
training the classroom instruction and the research project 
should be woven closer together in the interest of both, especially 
in more advanced training. For this reason further provision 
should be made for the training of economic specialists even after 
they have actively entered the field of their profession. If this 
were done by public agencies within specified limits, under rigor- 
ous administrative control, and with the assumption by the in- 
dividual of certain specific responsibilities toward the institution 
that give him this opportunity, it should prove highly beneficial 
to the public service. 

In this, a suggestion may be drawn from a program of training 
already developed in the military forces of the country. There 
provision has been made for detailing men to a tour of duty in 
educational institutions to study certain technical problems spe- 
cifically related to the individual’s field of specialization. With 
the rapidly increasing economic functions of government, it seems 
reasonable to suppose that something akin to this program of 
training should be provided in those branches of the government 
that have been assigned the responsibility of developing specific 
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economic programs. This would be in line with the belief that in 
the future pattern of research in agricultural economics we should 
look more to the development of the individual as a part of the 
results sought in a research project, because a higher order of 
professional training is necessary not only to research itself but 
also to the success of public policy and programs in agriculture. 


Aside from the larger responsibility assumed by the public 
through government for plans and programs, there are certain 
other major trends that will affect the future pattern of our 
research and which are more or less related to the broad questions 
of public policy. No attempt will be made here to give a complete 
list of such trends but only to illustrate their possible influence 
on our research. 

One of these trends is the fact that the rate of increase in popu- 
lation is diminishing in this and other countries within the sphere 
of western civilization and that we are facing the probability of 
stationary population in the United States in the relatively near 
future, followed perhaps by a decline. This and the relatively 
high birth rate in rural communities present certain questions 
of public policy, on which economic and social research is re- 
quired. What bearing does the diminishing rate of population 
growth have upon land requirement for occupancy and for the 
production of market supplies of farm products? As a stationary 
or declining population moves about in search of better land 
and more favorable opportunities, what areas will be primarily 
affected and what adjustments will be required in land use, public 
improvements and services, social organization and institutional 
arrangements in these areas? What economic and social conse- 
quences result from the higher birth rate in rural than in urban 
communities,—consequences in terms of the distribution of the 
eost of rearing and educating children, diffusion of wealth 
through inheritance, and the possibility that the rural group may 
be to some extent at a competitive disadvantage with reference 
to the social dividend, on account of such natural resistance as 
there may be to the movement of human beings from the rela- 
tively overpopulated to the relatively underpopulated occupa- 
tions and modes of living. 

Many of these questions may not be answerable quantitatively. 
The pattern of our research, however, must provide for more 
precise and realistic studies of the economic and social implica- 
tions of population movements. Research thus far has done much 
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to develop public consciousness and understanding of these move- 
ments, and there is a likelihood of increasing demand for public 
policy and programs with respect to the problems that are pre- 
sented by population trends. Here as in other fields of public 
policy it is the opportunity and duty of research to provide 
factual foundation for policy, framework of programs, and guide 
posts for administrative action. 

Another basic influence on our research, already well recog- 
nized, lies in the effect of technological changes upon land re- 
quirements both for occupancy and for commercial production. 
Among these changes may be mentioned the shift from animal to 
mechanical power, and improvements in transportation which 
make possible decentralization of urban centers with a mode of 
living that combines to some extent urban and rural elements. 

The technological changes that affect land requirements, like 
the diminishing rate of population increase, call for research to 
point the way toward the utilization of land in accordance with 
its fundamental suitability, for the purpose of strengthening the 
economic basis for rural standards of living, securing an ade- 
quate supply of agricultural products at low social cost, releasing 
groups stranded on land inherently unsuited for farming and 
assisting them in finding opportunities elsewhere, and conserving 
the natural resource which land represents. Even with the broad 
approach made to problems of land use in recent years, both in 
research and in programs, it may be taken for granted that re- 
finements and readjustments will be necessary in the further 
development of public policy with respect to land. 

As the problems of land use are in large measure regional in 
character and closely related to those of farm organization and 
management in the intramarginal areas, our pattern of research 
here calls for organization and coordination of projects by 
regions. In this a good beginning on a nation-wide scale was made 
last summer in the cooperative project, Regional Adjustment in 
Farming, and in the continuation of that approach agreed upon 
at the last meeting of the Association of Land Grant Colleges and 
Universities. This suggests that consideration might well be given 
to further development of regional research councils, perhaps 
along the lines of the New England Research Council, under the 
joint responsibility of state experiment stations and the Depart- 
ment of Agriculture. 

VI 


The field of marketing research presents another and large 
element in our future pattern. It appears reasonably probable 


n 
d 
f 
t 
r 


288 Eric Englund 


that we are at the beginning of greatly increased demands for 
marketing research. If so, opportunity is upon us to exercise defi- 
nitely constructive influence on future policy in this field. 

The basis for the belief that this opportunity is upon us and 
increased demands just ahead of us lies largely in the issues pre- 
sented by the margin between prices received by producers and 
prices paid by consumers of farm products. That this margin has 
widened greatly in the past two decades and that it has on the 
whole stubbornly resisted tendencies toward reduction are gen- 
erally known to all concerned including producers and consumers. 
Charges are heard repeatedly that marketing methods and facili- 
ties are in important respects antiquated and that inefficiency 
and waste are general. 

As research agencies we have by no means met fully our re- 
sponsibility when we have particularized the obvious and lent 
support to these protests by measuring the margins. This is use- 
ful; but our larger responsibility lies in showing what could be 
done about it. ‘‘Waste’’ and ‘‘inefficiency’’ in the performance 
of necessary services in marketing are relative terms and mean 
little unless accompanied by evidence indicating organization, 
facilities and practices that would adequately perform these 
marketing services on lesser margins. 

The more important problems of marketing are of a regional 
or national character. Unless the marketing work of the national, 
state, and local agencies is fitted into larger coordinated pro- 
grams, it is unlikely that our research will go very far toward 
laying a basis for improved marketing policies and practices. 
There are, of course, local marketing questions which can be 
handled satisfactorily by an individual research worker. Exam- 
ples of these are the operation of country grain elevators or 
creameries and control of quality by proper methods of handling, 
storing, and shipping, on which some good marketing research 
has been done. Further research is also needed to develop stand- 
ards for farm products, applicable under practical trade con- 
ditions. 

It is becoming more apparent, however, that the larger ques- 
tions of marketing should be studied on the basis of market areas 
and that they will not be answered satisfactorily by any series 
of uncorrelated local surveys. It is difficult to define exactly what 
is meant by a market area. The concept of a milk shed, however, 
is definite enough for practical purposes, and it is perhaps ob- 
vious that any general study to improve the marketing of fluid 
milk should be made on the basis of the milk shed. The markets 


for 
ma 
mil 
pro 
for 
ing 
is f 
bil 
sea 
ab 
fo 
the 
joi 
su 
to 
Wi 
wc 
re 
th 
ad 
m 
ke 
a 
i 
a 
W 
t 
i 
0 
t 
i 


Research in Agricultural Economics 289 


for some agricultural products are so closely interrelated that it 
may be necessary to study areas much larger than the ordinary 
milk shed, and perhaps in many cases we should have a national 
program of marketing research, with appropriate differentiation 
for regional] and varietal factors. 

There are two possible ways of organizing our work in market- 
ing to cover the important regional and national problems. One 
is for the Federal Government to undertake the entire responsi- 
bility of studying these problems, while the state and local re- 
search agencies limit their work largely to local problems. Prob- 
ably this is neither practicable nor desirable. The alternative is 
for the state and local research agencies to cooperate among 
themselves and with the Federal Government in working out a 
joint program of research. Perhaps the best way to bring about 
such a joint program would be for economists in marketing first 
to choose a few important national and regional problems on 
which they would be willing to concentrate a large part of their 
work during the next few years. Then a national program of 
research could be developed to cover each of these problems and 
the work of the various state and federal agencies could be 
adapted to meet the needs of the program. 

A good deal of the marketing work of the six New England 
experiment stations has been organized in this general way for 
many years through the New England Research Council on Mar- 
keting and Food Supply. Recently the Council has inaugurated 
a three- or four-year study of the marketing of dairy products 
in New England. The six experiment stations will concentrate 
alarge part of their marketing work on this study in cooperation 
with the Bureau of Agricultural Economics. 


As the objectives of public program and private effort are and 
will continue to be closely related to price and income in agricul- 
ture, it is obvious that research in this field will be increasingly 
important in our future pattern. Price research is basic to the 
outlook program which must assume more and more the function 
of interpreting trends not only as an educational program for 
the guidance of individual producers but also as a source of 
information for public institutions in determining objectives and 
administrative policies. 

Research in prices and income, like that in farm organization 
and management with emphasis on the synthesis of technical and 
economic information, is essential not only in formulating worka- 


r 
d 
d 
y 
it 
e 
e 
n 

e 
1 

)- 
r 
a 
t 

)- 


290 Eric Englund 


ble programs, but also in heading off impractical proposals. 
Hence it is a type of research essential both with respect to public 
opinion and administrative action. 

An element in the future pattern of research in agricultural 
credit is already suggested by the recent emphasis on uses as 
distinguished from availability of credit for individual producers 
as well as for cooperative organizations. In the past, credit re- 
search has emphasized primarily the supply side of credit and 
problems pertaining to lending institutions. On the other side 
of the picture from these institutions and their functions stand 
the questions presented by the credit needs of individual pro- 
ducers and the immediate and long-time effects of credit policies. 
These policies are intimately related to considerations of mone- 
tary and credit policies in general. 

Farm credit research in the future should include greater em- 
phasis on such questions as the relation of credit policy to such 
phenomena of economic change as boons and depressions in land 
values, expansion and contraction in production of particular 
commodities, farm organization and individual farm income, soil 
conservation, and tenancy and operating ownership. In the past, 
those who determined policies of credit agencies probably have 
been, like others, conservative or optimistic in their lending 
practices at the wrong time in relation to economic trends; thus 
tending to accentuate the fluctuations. The policy of the Farm 
Credit Administration in lending on normal value instead of cur- 
rent selling value represents a departure from this practice. Per- 
haps credit research in the future, together with research on 
broad questions of economic trends, will lay the foundation for 
a better timing of liberality and conservatism on the part of 
credit agencies in general. This should help to make credit an 
instrument for greater economic stability. 


Organization as well as contents are part of a future research 
pattern in our field. Enlarged public support for agricultural 
research has been a conspicuous development in recent times. 
Effective utilization of these funds, and prospects for further 
support, depend on research organization and administration as 
well as on the individual worker and on subjects of study. The 
importance of organization and administration grows with the 
increased emphasis on coordination and on research to furnish 
a basis for programs and administrative action. 

Concurrent research to evaluate processes and results also is 
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increasingly necessary both in public and private research insti- 
tutions. An increasing amount of this is being done in govern- 
mental agencies, and among privately supported agencies the 
program of the Brookings Institution is probably the outstand- 
ing example. 

There may be those who hold that this sort of introspective 
research cannot be done effectively within governmental institu- 
tions which direct both the research and the program of action. 
To assume that governmental agencies cannot conduct such re- 
search effectively would be to take a pessimistic view of our 
institutions and to deny what is already to considerable degree 
a matter of experience. Yet it must be recognized that considera- 
tions of policy sometimes shape and are always potentially capa- 
ble of shaping the degree of research emphasis which this or 
that aspect of an economic program may receive. Also there is 
the possibility that research judgment may be indirectly modified 
by administrative policy and executive power, sometimes through 
more or less assumed considerations of expediency on the part of 
individual research workers who are themselves human, and 
sometimes through a real change of views of scientific men that 
may come about as an unconscious infiltration of the atmosphere 
of a policy. Within the realm of opinion and judgment—and both 
play a large part in economic research—there is no use to assume 
that individuals whose duties happen to be in research rather 
than in policy or administration are exclusive custodians of the 
truth or incapable of errors of judgment. 

There is an element of balance in the multiplicity of research 
organization in the Federal Government and the states, subject 
to varying administrative direction and often opposite points of 
view and policy. Yet there is room and real need in our future 
pattern of agricultural economic research for independent, non- 
governmental institutions, and this need grows greater with the 
increase in governmental influence and direction in agriculture. 

In all institutional arrangements, whether public or private, 
there is one element in the research pattern which must not be 
permitted to recede into the background in our emphasis on 
organization and coordination, and that element is scope and 
inducement for the individual research mind. As we develop pro- 
grams of coordination, allocate responsibility among cooperating 
institutions, prepare plans and specifications for research, there 
ls some danger of devitalizing research through over-organiza- 
tion. Research cannot make much progress if organization and 
machinery of coordination are such that those at work in it spend 
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much of their time ‘‘taking in each other’s washing.’’ That may 
give fully as much impediment to progress as the danger, spe- 
cially great in public institutions, of spending too much time on 
tasks only indirectly related to research projects, for example 
fact-grubbing for current correspondence and other purposes 
largely unproductive of research results. 

It is the task of research administration to avoid these dan- 
gers or at least to reduce them to a minimum. With large con- 
centration of personnel in corporate and governmental organi- 
zations there was developed a field of specialization called 
personnel administration. With the growth of organization and 
coordination for mass attack on broad research problems, there 
is increased need for a relatively new field of specialization, 
namely, research administration. This need is not always met by 
a distinguished research worker assuming the responsibility of 
administration over the field in which he earned his distinction. 
That the problem of research administration becomes increas- 
ingly important and difficult as research is more and more insti- 
tutionalized is, I think, obvious. Among the problems that must 
be solved is that of providing scope and inducement for indi- 
vidual research initiative within the framework of coordinated 
programs. There is probably no greater task confronting those 


of us who have administrative responsibility for research than 
that of selecting the individual and giving him that support and 
direction to aid the individual mind which is, under any pattern 
of research, the real instrument that extends the boundaries of 
knowledge. 


Discussion By F. F. Hinz 
Farm Crepir ADMINISTRATION 


Mr. Englund’s discussion of the Future Pattern for Research in Agri- 
cultural Economics falls under two principal headings: 

1. Major trends which appear likely to have an important effect in 
determining the future economic problems of agriculture and hence the 
research problems with which agricultural economists will be concerned. 

2. Specific suggestions as to fields for study and research which have 
heretofore been largely undeveloped. 

Throughout the discussion strong emphasis, both directly and by infer- 
ence, has been placed on the trend toward more and more governmental 
influence and direction in the affairs of agriculture and the probable 
effect of such influence upon the economic problems likely to be encoun- 
tered and the way we go about trying to solve them. His discussion as 
to the need for critical research in the field of program planning, program 
operations, personnel training, and the organization of research along 
regional and national lines, presumably with considerable national direc- 
tion, illustrates the point I have in mind. 
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Regardless of where we ultimately draw the line between a planless 
economy on the one hand and a planned economy on the other, much of 
what Mr. Englund has had to say will still apply. I would like to comment 
in particular upon the following points: 

1. The need for doing research as far as possible in advance of the 
time the problem under consideration becomes a public issue or in advance 
of the time an administrative decision must be reached. 

2. The need for presenting the results of research in such a way that 
they can be readily understood by the person or persons responsible for 
making a decision whether it be an individual farmer planning next year’s 
operations, a group of voters passing upon a law, or an administrative 
official making a decision which will affect the welfare of thousands of 
persons throughout the country. 

3. The need for continued and continuous research in the field of farm 
organization and farm management. 

4. The need for some degree of coordination between the research pro- 
grams of different research agencies but without centralization or over- 
organization to the point of stagnation. 


Need for Timely Research 


If research workers in the field of agricultural economics are to render 
maximum assistance to farmers and to play as great a part as they are 
capable of playing in shaping policies and administrative decisions effect- 
ing agriculture, they must be in a position to present the results of research 
together with such recommendations as they may make in advance of 
the time it is necessary to take action. A crop outlook report issued after 
the planting season has passed is likely to prove more interesting than 
useful to the individual farmer. It must also be recognized that there is 
a time limit on the majority of administrative and policy decisions. If 
the research worker is not ready to present his results and make his 
recommendations before the deadline is reached, it is fairly safe to assume 
that the decision will be made without the benefit of what he may have 
had to contribute. 

It is recognized, of course, that it is not always possible to anticipate 
future problems on which work should be done. Even when possible, funds 
and personnel are not, unfortunately, always at hand. Again my remarks 
are not to be construed as intending to belittle either historical research 
or attempts to assess the value of economic experiments while they are 
in progress. Such work is of value insofar as general principles can be 
established and results can be applied directly providing an attempt is 
made to steal the horse again and the general plan of the horse-stealing 
enterprise is the same as on the previous occasion. I do wish to emphasize, 
however, as Mr. Englund has done, the importance of attempting to plan 
research so that the results are available as a basis for action rather. than 
as a treatise on what should have been done which becomes available 
long after the smoke of battle has cleared away. 


Presentation of Results 


A certain amount of experience in presenting the results of research 
work to administrators and executives, many of whom, and perhaps jus- 
tiflably so, have been somewhat suspicious of economists, has impressed 
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upon me very forcibly the fact that doing a piece of research work is only 
50 per cent or less of the job. The other 50 per cent consists of presenting 
the results in such a way that the man who has the decision to make 
can make use of them. If we are to get very far in the direction of influ- 
encing policies or programs, we have to have research workers who can 
separate the wheat of their findings from the chaff; who do not hesitate 
to throw the chaff in the waste basket; and who present their results in 
such a way that the person responsible for making the decision can make 
use of them. The average person, be he farmer, businessman, banker, or 
government official, is not interested in that part of the work which we 
must necessarily do but which does not show very conclusive results one 
way or the other. He is interested in finding an answer to his problem 
and wants what he calls results. He does not want to wade through a 
doctor’s dissertation to find them. 

The executive or administrator will also be interested in many instances 
in definite recommendations for action particularly if the work has been 
done for a business concern or a government department which has admin- 
istrative functions. Research workers, particularly those attached to the 
latter types of organizations are going to have to take a chance at times 
and make definite recommendations if their work is to be most useful. 
This involves, of course, the unpleasant task of assuming responsibility. 
However, if it is not done we are likely to find ourselves known as the 
fellows down at the end of the hall who dig around in figures and come 
out with reports on what should have been done two or three years after 
decisions had to be made. 


Need for Continued Research in Farm Organization 


and Farm Management 


I would like to comment just briefly on the point made by Mr. Englund 
as to the need for continued research in farm organization and farm man- 
agement regardless of whether we go to the left or the right so far as a 
so-called planned economy is concerned. 

To the extent that individual farmers continue to exercise their own 
judgment in organizing and operating their own businesses, they need 
the results of such research for their guidance. To the extent that someone 
else exercises such judgment, it is important not only from the standpoint 
of the economic health of the farmer but from the standpoint of the health 
of the group making certain of his decisions for him that a clear under- 
standing be had of the effects of such decisions upon his business. General 
agricultural policies, farm credit policies, etc. are, presumably, formulated 
for the farmers’ benefit. That being the case, it seems only logical to keep 
in close touch with how such policies are affecting him and his business. 


Coordination of Research 


The last point I wish to comment upon is the problem of coordinating 
certain of our research activities, particularly those where the problem 
is essentially regional or even national in character. 

Some two and one-half years in Washington leaves me a confirmed 
advocate of coordination as opposed to centralization. In the field of 
farm credit at least, and I think the same applies in a good many other 
fields, I am convinced that our ability to do a really worth while job 
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decreases by about the square or perhaps the cube of the distance we are 
away from the problem area. We have problems that go beyond state 
boundaries and beyond the boundaries of federal land bank districts. 
I am convinced, however, that the best way of attacking such problems 
is through a maximum amount of joint effort on the part of our agri- 
cultural colleges, experiment stations and other local and regional research 
institutions with a minimum amount of centralization of research activity 
in Washington. It is recognized that there are many problems which go 
beyond the boundaries of a single state. It is also recognized that the 
individual states affected cannot always be relied upon to get together 
and do the job in the most effective way. Just here it seems to me is a 
field for the most effective type of work that a federal agency can perform, 
namely, assisting in the organization of district or regional projects involv- 
ing work in more than one state perhaps furnishing a part of the neces- 
sary personnel and funds to strengthen the project where it otherwise 
might fall down for lack of adequate facilities with which to do the job. 
It may be of interest to you to know that in the Farm Credit Administra- 
tion we are planning to do most of our investigational work through the 
offices of the 12 district statisticians and in cooperation with state agri- 
cultural colleges and experiment stations. The major function of the 
Washington staff will be to work with the district staffs on certain special 
problems and, if the problem covers more than a single federal land bank 
district, to coordinate the activities of the persons working in adjoining 
districts. The Washington staff will also work with and through the state 
agricultural colleges and experiment stations as well as the Bureau of Agri- 
cultural Economics on certain of the broad problems in the field of farm 
credit. 

I believe that a large degree of decentralization is desirable in the 
interests of sound research since a thorough knowledge of local situations 
is desirable if not imperative to handle effectively the majority of projects. 
Furthermore, too much centralization tends toward over-organization, 
which in turn tends to kill the initiative of the individual worker. This 
is something that must be carefully guarded against. It seems to me that 
we are always likely to get a large percentage of our good ideas from 
the individual worker with a maximum amount of independence. 

Lastly, and I feel this is most important, even if as good a job of 
research could be done through a highly centralized setup and even if 
we could succeed in maintaining a high degree of individual initiative, 
the job of getting our results actually used still remains. To do this 
effectively, it seems to me our organization must provide that a large 
percentage of the work be done by local people who will be on the ground 
to present the results. This is important whether the work in question 
is farm management research, the results of which are to be presented 
to groups of farmers, or research on specific credit problems, the results 
of which are to be presented to the president of a federal land bank. 
There is always a certain skepticism of results obtained by a non-resident 
worker; there is always the difficulty of getting across results through the 
printed word. In my opinion, the solution lies in the direction of having 
the local worker do the work and report the results. 
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RESEARCH IN AGRICULTURAL ECONOMICS FROM 
THE STANDPOINT OF THE STATES* 


THEODORE W. ScHULTz 
Iowa State 


It is altogether appropriate that we should take stock periodi- 
cally of our research. The need for doing this is self-evident. 
The field of agricultural economics is, of course, comparatively 
new. It has expanded rapidly. It continues to attract new capital 
and labor and no signs are at hand that it is soon likely to attain 
a static state. While the field is delimited fairly satisfactorily, 
its functional relation to economics and to agriculture has been, 
in many states, all but obliterated by administrative considera- 
tions. Add to this the scarcity and limitations encountered in 
the personnel serving this field and it becomes patent that no 
little time and thought should be spent in carefully examining 
our several research programs and projects. Nor has this not 
been done. Even a most cursory acquaintance with the annual 
agenda of this association convinces one that ample provisions 
have been made to discuss and debate research and its ramifica- 
tions. In fact, in looking over the papers and programs that have 
been devoted to this topic, one is astonished at the amount of 
attention it has received. 

Two years ago Nourse’ presented a comprehensive inventory 
of the research work in agricultural economics. Undoubtedly, 
some changes have occurred since then, both in the emphasis and 
in the number of projects. But such statistics even though they 
were available, would not alter appreciably the picture from that 
portrayed by Nourse. Accordingly, I shall not try to classify or 
to catalogue the trends now in progress. 

Yet I want to indulge in, at least, one backward look. We can, 
I believe, obtain some appreciation of both the possibilities and 
the limitations of the research work now under way in agricul- 
tural economics by considering the following question : How valu- 
able have our research results been in solving the major eco- 
nomic issues confronting domestic agriculture? There is much 
talk about agricultural economists having come into their own. 
Such an attainment, whatever its purport, is probably of dubi- 
ous merit to the profession, nevertheless, it is true that men 
trained in agricultural economics have been entrusted with key 


* This paper was read before the Twenty-sixth Annual Meeting of the American Farm 
Economic 7 a We New York City, December 27, 1935. 


1 Nourse, E. “Reorienting Research in Agricultural Economics,” JOURNAL OF 
ECONOMICS, April, 


(296) 


pe 
ag 
il 
p 
a 

pe 
m 
b 

¢ 

st 
fa 
st 
A 
T 
t 

in 
0 

in 
pe 
s¢ 
e 

th 
th 
in 

a 

qu 
W 
fo 
wi 
fie 
it 
80 
d 

ar 
be 

re 

fo 


Research in Agricultural Economics 297 


positions both state and national. They have helped shape the 
agricultural policy of our government and have assisted in deter- 
mining the programs and necessary administrative procedures 
prerequisite to carrying out given policies. Without entering into 
an appraisal of the fundamental soundness of the agricultural 
policies, programs, and operating procedures now in force, we 
may well ask ourselves, what contribution have the circulars, 
bulletins, journal articles, and unpublished data relating to agri- 
cultural economics made to this phase of our economic under- 
standing? 

A consideration of a few of the basic features of the post-war 
farm problem will enable one readily to see the bearing a typical 
state research program has had to the economic issues involved. 
A list of the primary economic maladjustments would include: 
The over-expansion and over-capitalization of domestic agricul- 
ture resulting from the World War; the sudden and signal shift 
in the international financial position of the United States and 
of Germany; the inability of debtor countries to make payment 
in goods due to increasing trade restrictions; the post-war tariff 
policy of the United States; the rapid technical advancements in 
some branches of agriculture, both here and abroad; the recov- 
ery and expansion of agricultural production in other countries; 
the apparent lack of balance between agriculture and industry ; 
the changes in diets and dress. These are some of the more 
important factors that attributed to the drastic disequilibria 
within agriculture and between agriculture and other groups of 
producers. It would appear that what was needed were economic 
analyses of the national, regional, and local economic conse- 
quences that were likely to occur as a result of these factors and 
what adjustments were desirable for the individual producer, 
for agriculture acting collectively and for the nation, before a 
workable equilibrium could be attained. 

Certainly very little of the organized research activity in the 
field of agricultural economies in the several states has had as 
its objective the type of analysis just indicated. In general, 
some attention has been given to the problem of shifting pro- 
ductive resources within the farm enterprise. Also, in marketing 
and price analysis certain features of the adjustment task have 
been approached from the collective angle. In the main, however, 
I believe, it is essentially accurate to say that the published 
researches have not contributed significantly to a fundamental 
inderstanding of the post-war farm problem. A case can be made 
for them, however, on other scores. The resources employed in 
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research work in a measure accomplished the following: (1) 
administered to the immediate problems of producers, (2) served 
as a training school for agricultural economists, and (3) added 
to the basic agricultural data. 

It is not my intention to depreciate in the least the importance 
of this three-fold contribution. Obviously, the state experiment 
stations by the very nature of their situation and organization 
are sensitive to the demands of local producers. Producers, uni- 
versally, are interested in the outlook for immediate income. 
The managerial viewpoint dominates and only when they are 
beset by dire distress do they become aware and take cognizance 
of some of the broader economic considerations affecting their 
welfare. Incidentally, in passing it should be noted that as the 
depression deepened following 1930, the interest of farmers gen- 
erally, in economic analysis shifted from a managerial to a 
monopoly viewpoint. While this shift toward collective goals 
enlarged the scope for analysis, research workers in agricultural 
economics were slow to take advantage of the opportunity. 

More important, however, than the economic services rendered 
to local agricultural interests, was the growth and development 
afforded the research personnel. Research work provided a valu- 
able training. It acquainted workers with some of the realities 
of agriculture. It gave agricultural economists experience and 
maturity. This kind of a background coupled with a fairly satis- 
factory graduate training produced men who were surprisingly 
well qualified to assume some of the unprecedented responsi- 
bilities that were thrust upon them in the policy and program 
determination of the last few years. 

But, in my opinion, the accumulation of economic materials 
has been the outstanding contribution of past researches. Studies 
have been chiefly description and detail. This was their limitation 
yet an accretion of factual materials did occur. Without these 
materials it is hard to see how it would be at all possible to make 
any sort of an analysis of some of the current issues facing 
agriculture. 

While our researches of the last decade appear to have had a 
number of worthwhile by-products and a high salvage value, 
the limitations of the main output is quite apparent. One example 
will illustrate my point. Our type of farming studies presumably 
afford an intricate and refined factual description of farms from 
a geographical viewpoint, but they stop short of making any 
broad economic synthesis. How can we use these studies to 
resolve the question of interregional competition; the problem 


of d 
con 
ing 
and 
rese 
sta 
not 
and 
inte 
S 
era 
und 
1 
2 
3 
4 
else 
fe 
| 
ma 
no 
the 
an 
sta 
bil 
an 
me 
ap 
ma 
fey 
be 
ag 
ag 
me 
a 
Car 
Scie 


Research in Agricultural Economics 299 


of differential production reduction below the level needed to 
conserve present soil productivity ; the vexing issue of establish- 
ing a new balance between the producers of the various livestock 
and their products necessitated by the curtailment of demand 
abroad for certain of these products? Moreover, valuable as 
research has been in training the researcher, this aspect should 
stand in a subordinate and incidental position. Then, too, it is 
not amiss to stress the need for getting at some of the first 
principles underlying farm management, marketing, land use, 
and farm finance instead of aiming to serve chiefly the immediate 
interest of producers. 

So much for the past. In looking ahead I wish to discuss sev- 
eral phases of research pertaining to the states. I shall do this 
under four heads, namely: 

1. Organizing research on a regional basis. 

2. Taking cognizance of the contribution to methodology 
involved in the studies of the AAA made by the Brookings 
Institution. 

3. Relating research in agricultural economies to other fields. 

4. Improving foundation data and estimates. 


Both of the topics under the last two headings are treated fully 
elsewhere.” It will not be necessary, therefore, to elaborate; a 
few observations will suffice. 

Take first the whole matter of improving the quantitative 
materials which compose the primary data in agricultural eco- 
nomics. Much has been said about these and the need for making 
them more adequate. Obviously this task is highly important, 
and yet today in the several states no member of the research 
staff in agricultural economics, is charged with the responsi- 
bility of carrying out this task. It still is everybody’s business, 
and consequently the job is not done. Within states the assign- 
ment of collecting primary agricultural data needs to be 
approached systematically and aggressively. While it is true that 
many projects have contributed data basic to subsequent studies, 
few projects have been conceived with this aim in view. It would 
be a wise use of our resources to plan and provide for a central 
agricultural statistical unit organized as an integral part of the 
agricultural experiment station. Such a unit should do more than 
merely handle the routine computational work. It should have 
a professional status. It must be manned by professionally 


* Ebling, W. H., “The Field of Agricultural Data,’ JouRNAL OF FARM EcoNoMICs, Nov. 1935; 
Cardon, P. V., “Relating Research in Agricultural Economics to Other Fields of Agricultural 
Science,” JouRNAL OF FARM Economics, April, 1934. 
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trained economic-statisticians who are qualified to direct and 
regularize the collection of current statistics; to experiment in 
applying new statistical techniques in collecting, reducing, and 
interpreting masses of data; to devise and develop useful and 
dependable statistical methodology; and to train students who 
seek to specialize in this field. I concur fully with the viewpoint 
frequently expressed, that the amount of attention which our 
primary data are given, both professionally and administra- 
tively, is wholly inadequate. 

In the field of foundation data special attention is deserved 
along the following lines: 

1. Most states have accumulated a large storehouse of infor- 
mation about the internal economy of farms in the form of farm 
records. Little attempt has been made to select and build up out 
of these records a representative sample of the farms of the 
state. It is common knowledge that the mine run of farm records 
do not furnish such a sample either as to types of farms, owner- 
ship, leasing arrangements, managerial ability, and other perti- 
nent criteria. It may not be possible to select from these records 
or adjust them for all of the important elements of representa- 
tiveness and yet much can be done. 

2. While waiting for the enactment of the Buchanan Bill, 
which would give us a sample census annually, it is quite desir- 
able for a few states, at least, to experiment with setting up 
sample censuses to determine what contribution they are likely 
to make and, much more important at this stage, to ascertain 
how small a part of the total population it is necessary to enu- 
merate in order to obtain significant statistics. This might be 
approached in two ways. First, starting with the type of farm- 
ing areas of the state, select a number of representative counties 
in each of them, and within each county select the most represent- 
ative township, and within each township a block, for instance 
of four sections, that would be representative of the township. 
Then proceed and obtain for every farm in these blocks a com- 
plete census covering production, marketing, income, savings, 
and expenditure data. Such a sample would be extremely small 
involving, in a state like Iowa, about 400 farms. If the data col- 
lected from such a sample should prove sufficiently representa- 
tive and stable statistically it certainly would not be an 
excessively costly way of obtaining basic data. 

A second approach would be to select one representative town- 
ship in each county on the basis of carefully worked out criteria 
so as to assure that the township would be as nearly typical as 
it is possible to obtain of the primary agricultural data one 1s 
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attempting to collect. Such a sample would be much larger than 
that suggested under the first approach and accordingly more 
costly to obtain. It would be sufficiently large to warrant hand- 
ling the tabulation, sorting, and a certain amount of the compu- 
tational work by machine methods. The summary figures could 
be compared directly with those of the census. With such a 
sample of the primary agricultural data of a state on punch 
cards it would be a relatively simple matter to obtain a measure 
of the changing phenomena represented by the data. 

3. It has become increasingly clear that the geographical 
classification of farms into type of farming areas is still only 
a crude approximation of the economic realities found in the 
internal organization of farms. There exists too much hetero- 
geneity in the farms thus grouped. It is likely that the next step 
involves a classification of farms on the basis of significant eco- 
nomic criteria within a given geographical situation. It is pos- 
sible that enough experience can be accumulated between now 
and the time when the schedules for the next decennial census 
are drawn up to designate the information that would permit 
this type of refinement. 

4. There is also need for making the soil survey more useful 
in economic analyses, both in the broad studies in land economics 
and in agricultural production adjustments where crop patterns 
are affected. Is it possible to graft on to the soil surveys such 
physical data as topography, drainage, type of plant cover, and 
degree of erosion? Here again it is necessary to do some pioneer 
work in procedure to determine how much objective information 
can be obtained that is of significance to the agricultural econo- 
mist which does not appear on the present soil survey. There is 
also the question, is it more economical to take the present soil 
survey and add to it, operating within the restrictions of the 
original maps which are drawn to a relatively small scale, or 
should the map be re-drawn to a larger scale to permit listing 
of a considerable number of physical characteristics that cannot 
be indicated on the existing soil maps because of the smallness 
of the scale. 

One very practical matter in connection with agricultural data 
is the job of bringing together and making available the pub- 
lished and unpublished materials within the state. We need for 
each state a Base Book of agricultural statistics. 


Mr. Cardon® covered admirably the topic, relating research in 
agricultural economics to the several sciences in agriculture, in 


* See footnote 2. 
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a paper read before this association two years ago. The char- 
acter of the coordination and integration of research work within 
the experiment station envisaged by Cardon was actually real- 
ized on many a campus during the past summer when the re- 
search staff was prosecuting the national adjustment study. To 
recall Cardon’s simile, he likened the functional interrelationships 
of the many parts of an experiment station to the structural 
pattern of a wooden wheel with the director’s office serving as 
the hub out of which radiate a number of spokes, which may be 
looked upon as the several agricultural sciences, at the periphery 
of which is the tire of the wheel, the position which Mr. Cardon 
assigned to agricultural economics. While this simile, the wooden 
wheel, is helpful in visualizing some of the complex relationships 
involved within an experiment station, what really happens in 
practice when the staff and the storehouse of materials of an 
experiment station are actually coordinated with respect to a 
research problem is vividly told by Director Buchanan.‘ 


Two years ago we tried the experiment of organizing . . . a project... 
to study production planning in the state. Our purposes were: to bring 
together into a comprehensive picture what we know about the agricul- 
tural resources of Iowa, to evaluate these resources, and to devise plans 
for their better utilization. . . . The personnel that participated in this 
study were men from the research staff in soils, farm crops, animal hus- 
bandry, dairy husbandry, agricultural engineering, forestry, and agricul- 
tural economics. . . . Out of a year’s work of this group there finally 
emerged some rather fundamental agreements, statements to which all 
were able to subscribe. This was in itself a noteworthy achievement. Any 
dean of agriculture knows full well that from the standpoint of a man 
in soils it is really preposterous to have some one whose primary training 
is in the social sciences teaching the subject of farm management, for the 
world must know that this is a misnomer for soil management. Equally 
it requires a major operation really to convince an animal husbandryman 
that there can be any justification for grain farming without livestock 
anywhere in Iowa. But suspicions melt away and are replaced by confi- 
dence and understanding as all the factors involved are impartially 
reviewed. The soils specialist and the economist rather unexpectedly find 
themselves in agreement on fundamentals. Buchanan then adds that 
this technique is entirely applicable in many fields and it is one which 
will be increasingly significant in the future planning of our projects. 


An important ‘‘by-product of this study has been the acute 
realization by all the groups of specialists of the great lacuna 
in our knowledge.’’ The next question that arises is what should 
the experiment station do to close these gaps in its information 
and which ones should be closed first? When groups of specialists 


‘From a paper “AAA Regional Adjustment Project from Experiment Station Standpoint” 
by Director R. E. Buchanan, read at the Land Grant College Meetings, Nov. 1935. Italics mine. 
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work together on some generic field of inquiry, a clear conception 
is likely to develop as to kinds of additional research that are 
most needed. Yet the responsibility of the agricultural economist 
does not stop here, chiefly because the underlying problems 
confronting agriculture have taken during the past two decades 
a decided economic turn. While cognizance is being taken of 
certain economic adjustments in planning the research projects 
in the several agricultural sciences sponsored by the experiment 
station, it falls to the lot of the agricultural economies staff to 
advise and assist in delimiting the unsolved economic and related 
technical issues pertaining to the economy of the state. This task 
is far from being an ‘‘afternoon tea’’ affair. The national farm 
problem of yesterday when once clearly understood will probably 
prove to be a multi-headed monster. The adjustments that will 
be required in the employment of the factors of production now 
used in farming, before a reasonable balance is attained, are 
likely to be markedly different in one section of the country as 
compared to another. Certainly this is true for each of the major 
commodity regions. There probably are more differences than 
similarities in the technical and economic circumstances that go 
to make up the agricultural economy of the several regions. For 
instance, the lake states have much marginal farm land and they 
are burdened with the associated land use problems. The heart 
of the corn belt boasts of its high productive farm land which, 
however, makes for a large debt or tenancy. Both bring in their 
train exploitive farming. The major differences between regions, 
of course, are obvious. 

The production adjustment project already referred to also 
illustrates how extension and research go to make up a seamless 
web. To quote again from Buchanan: 


But after all when we reviewed the work accomplished, we began to 
wonder whether the recommendations or plans developed by a group of 
college specialists adequately take into consideration all of the essential 
factors. .. . The right solution is both theoretical and practical. . . . The 
following technique was adopted to test the practicability of the research 
results. We decided to invite a representative and experienced group of 
farmers to work with us on this research project. We asked that the 
County Corn Hog Association committees meet in groups of four and 
select for each group one representative farmer whom they thought best 
qualified to work on this state adjustment project. . . . Twenty-five 
farmers were thus chosen. They were appointed specifically to work with 
and as a part of the agricultural experiment station staff. They were given 
all of the factual background, all of the data worked out by the staff. . . . 
They met with us for a week 7 or 8 hours per day. .. . They developed a 
very interesting technique of operation. Their approach was highly intelli- 
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gent. At the end of the first week it appeared it would be most profitable 
to return to their homes and secure additional facts. . . . They then 
returned to the station for an additional week. They developed a program 
which they believed entirely feasible and highly desirable for Iowa. .. . 
What was the repercussion upon the station? The experiment had led to 
the clear understanding of a valuable research aid. . . . The staff gained 
much also. Our technical men found it necessary to modify their previous 
conclusion on the basis of new factual material presented by these 


farmers. We have definitely an improved technique for testing out tenta- 
tive plans. 


It is quite immaterial whether a procedure such as has just 
been described is labeled research or extension. It is an effective 
method for getting from farmers additional facts and their 
judgments both of which are essential in bridging the gap 
between what is theoretical to that which is practical. 

Thus far, not enough thought has been given to the relation 
between research and extension functions. In agricultural 
economics especially it is all but impossible to separate on any 
logical bases the research from the extension activities. Any 
comprehensive research project must take cognizance of farm 
practices and farmer attitudes, which cannot be done adequately 
by resident study. One solution for this Siamese twin connection 
is to give staff members joint appointments, thus permitting them 


to pursue both the research and extension phase of a given 
problem. 


The studies which the Brookings Institution has made dealing 
with the various AAA programs offer a technique of recording 
economic materials which might be used with considerable profit 
by state research workers. These studies give us a ‘‘careful and 
comprehensive observation of the course of the experiment and 
provide a record of continuous readings of the various phe- 
nomena connected with it.’’ 

This approach is extremely valuable in my opinion as an 
effective way of recording the pertinent events and materials 
arising out of an economic experiment. There are a considerable 
number of well-defined phases of the agricultural programs now 
in progress which are essentially economic in character the 
readings of which should be catalogued for subsequent analyses. 
It is important that such phenomena be recorded, that it be done 
discriminatingly, thoroughly, and objectively. The studies of the 
Brookings Institution are an excellent example, in my opinion, 


5 Davis, J. S., ‘“Wheat and the AAA,” Director’s Preface. 
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of objective recording. With the exception of the chapters dealing 
essentially with appraisal the several authors have reported the 
particular program which they studied in such a way that it is 
highly probable that had another person equally well trained 
made the observations he would have given the same report. 
It is in this last statement that the significance of this type of 
study lies. While such a study is a historical record of what took 
place, it is essentially new in that it is a record which was kept 
not by a layman, but by a person conversant with economics and 
agriculture, in addition a person who reported his observations 
with sufficient objectivity so that they become valuable primary 
economic data. 

While I shall make no attempt at presenting an exhaustive 
list of studies which state research agencies might well sponsor 
using this technique, the following are illustrative of what I 
have in mind: (a) The corn loans are a unique economic 
experiment, especially their credit implications. Do these loans 
make credit available to farmers who could not finance them- 
selves otherwise? Is the credit thus made available employed 
with the same caution as is credit obtained through regular 
channels? Since the price and production control features are 
the main goals of the loan, the credit ramifications are all the 
more important. Corn is sealed at a flat rate per bushel regard- 
less of its geographical situation. How does corn thus frozen 
thaw out as the market price rises above the loan price? Looking 
ahead there is the question of the whole experiment of coupling 
the corn loans with the ever normal granary concept. (b) There 
is the question of differential sign-up in the various commodity 
programs. Why is there so much variation in the sign-up in terri- 
tories that are essentially homogeneous? Why the great varia- 
tions in the amount of corn, for example, taken out within the 
limits of the range provided by the contract? Fragmentary bits 
of information suggest that there are a number of reasons which 
might be handled rather objectively accounting for both of these 
factors. (ec) Another phase of the AAA program, for instance, 
is the stimulation it has given to the adoption of better farm 
practices. Materials describing this process need to be recorded 
for future use. To what extent the adoption of rotations, hybrid 
seed corn, introduction of legumes, liming, to suggest only a 
few, has been hastened by AAA contracts ought to be recorded 
carefully and in a comprehensive manner. 

It might be argued that studies of this kind might readily be 
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postponed and done when resources permit. While it is undoubt- 
edly true that some of the facts pertaining to them can be ascer- 
tained a year or two from now, nevertheless there exists in each 
situation a body of experience which quickly fades. These events 
can be handled only by qualitative statements made by well- 


trained observers and are only possible to discover soon after 
the event has taken place. 


Finally, I should like to ask, to what extent is it desirable to 
sponsor and organize regional research? First, what is it? A 
regional project might be defined as a group of men working 
wholly cooperatively under unified direction with common 
objectives and procedure on a problem or program having par- 
ticular importance to the agriculture of the region, such men 
being located in one, in several, or all of the states. The types of 
problems which lend themselves to regional study have not been 
clearly defined. In the case of economic activity associated with 
geographical location it is not uncommon to speak of regional 
as well as inter-regional phases. The latter classification presum- 
ably covers the competitive mechanism existing, for instance, 
between butter and fluid milk producing areas, animal and vege- 
table fat production, growing of feeder livestock and finishing 
out of feeder cattle, but in each of these there is no exactitude 
in the use of the term inter-regional. 

What, then, is a regional research problem, and why the inter- 
est in this broader geographical approach? That economic forces 
do not stop at state lines is a fact on which even doctors do not 
disagree. While many a research worker, especially in the agri- 
cultural sciences subscribes to a sort of ‘‘statism,’’ in furthering 
the interest of the producers within the state, it is obvious that 
the pricing process recognizes no such boundaries.° It is highly 
artificial to study certain phases of marketing, tenancy, credit, 
and land use as strictly state problems. There are numerous 
instances where a number of states have seen fit to cooperate 
in the study and solution of common issues. The New England 
research council is the case in point. The idea of regionalizing 
research was given a tremendous impetus by the nationally spon- 
sored production adjustment study last summer. 

While it is easy to point out the limitations of having a single 
state studying certain problems, it is much more difficult to 


®There are, of course, a number of state regulations and restrictions which condition the 


pricing process. 
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delimit and define a useable concept of a region for purposes 
of research in agricultural economics. It is important, however, 
that this be done. The following comments are intended to raise 
a few of the considerations involved. 

In general, land and its characteristics are the key to nearly 
all of the regionalizing that has been done in agriculture, the 
milk sheds being the most important exception. Land, however, 
is only one factor in production and production as an index of 
supply must be inter-related to demand before the pricing proc- 
ess is completed. Accordingly, only when the economic activity 
that is being studied has its primary determinants on the supply 
side, and that in land, is it logical to attempt to delimit the prob- 
lem on a geographical basis. Nor does it follow that when a 
region has been established covering one set of economic rela- 
tions that it, therefore, is a suitable territory for another prob- 
lem. The common belief that there is a fixed regional boundary 
within which the agricultural economy is essentially homogene- 
ous is quite unfounded. 

Some of the pitfalls of economic research which is cast on a 
large territorial bases have become evident in the experiences of 
the states in their work on the nationally sponsored adjustment 
project. Take the objective of determining the production that 
is consistent with good farm management and the conservation 
of soil resources. This is about what happened. Research workers 
in the western range states assumed in effect that ‘‘regardless 
of the price of livestock we are likely to produce as many live- 
stock as the ranges will stand.’’ Thus they proceeded to convert 
the maintenance carrying capacity of their ranges into livestock 
numbers, a purely physical approach in which the one productive 
agricultural use to which their land can be put was taken as the 
sole determinant. At the other extreme the states having spe- 
cialty crops, the lake states, and much of the northeast, found 
that any number of crops can be grown which will maintain the 
productivity of the soil, therefore, before it was possible to say 
what crop patterns are best the market demand for alternative 
crops would have to be established. In the heart of the corn belt 
where corn has a much higher value productivity than substitute 
crops whether corn sells for 10¢ or for $1 a bushel the acreage 
devoted to corn was maximized consistent with maintaining pres- 
ent soil productivity. Without going further it is evident that the 
objectives of this study did not have much real meaning to some 
sections while they were highly significant to others. Even where 
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a study is launched which deals with the economic activities 
closely related to land, it is not possible to make it applicable 
to all states. 

To repeat, the exent to which a problem has its chief causal 
factors in the peculiarities of land it is possible to delimit an 
agricultural region for that problem. Throughout the center of 
the corn belt the determination of the crop patterns might be 
approached on a regional basis. But the task of converting a 
given feed supply into livestock and livestock products can 
hardly be placed into a geographical mold and called regional, 
for it would have to include all the dairy states, the western 
livestock states, and the corn belt proper. The subtle relation- 
ships that exist between the several livestock and their products 
is dependent as much upon the demand factor in the pricing 
process than upon the primary factors of production. 

The organization of a regional project is also a matter which 
cannot be done once and for all. Moreover, it probably cannot be 
forced. While it has been possible to organize what is equivalent 
to a regional administrative unit in the several commodity pro- 
grams of the AAA, this does not mean that research can also be 
readily organized on that basis. While it is perhaps true that 
certain of the research problems closely related to control pro- 
grams can be effectively approached on a regional basis, the like- 
lihood exists that other forms of research in agricultural eco- 
nomics depend so much upon the attitude of the research worker 
himself and his interpretation of a problem that it would be quite 
unwise to abruptly move towards regional studies. There needs 
be a period of conditioning both in perfecting organization and 
preparing the research personnel. Helpful in this direction would 
be more frequent contacts between workers in adjacent states 
and the building of confidence based on acquaintance and under- 
standing. 


Discussion By F. P. Weaver 
PENNSYLVANIA STATE COLLEGE 


I find myself in almost complete accord with the paper that has just 
been read and in discussing it will simply place the emphasis somewhat 
differently and try to develop some of the points more fully. 

All through the paper, with but minor exceptions, the need for research 
from the standpoint of formulating national policies is stressed, and with 
this I find no fault, but I would emphasize that the need for research 
from the viewpoint of the individual and of smaller groups will still con- 
tinue to exist. 
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The need for machinery within the states for the more adequate collect- 
ing and assembling of primary agricultural data as well as the further 
elaboration and refinement of such data as is available, I want especially 
to emphasize. Setting this up as a definite project with a view to getting 
better census data and also to supplement these data with additional 
information collected within the states would constitute a very worthwhile 
piece of work. The proper marshalling of the results of past research so 
as to make them useful in showing their bearing on present and future 
problems might well be a part of such a project. 

A point that was mentioned by Mr. Englund in his paper but deemed 
of less importance by Dr. Schultz deals with the effect of research set-up 
on the workers themselves. I think this is extremely important, not so 
much from the standpoint of training as from the viewpoint of developing 
and nurturing the initiative, the resourcefulness and the independence of 
thinking of those upon whom research depends. There is grave danger that 
in developing national and regional programs of research with all the 
attendant overhead direction that this would require, the individual 
worker would be so submerged that initiative would be stifled and virility 
of thought hampered. The close association of national and regional 
research programs with administrative problems would quite likely result 
in loss of that freedom of individual thinking upon which depends the 
sound, constructive criticism essential to the formulation of safe national 
policies. 

As a third factor of importance in research by the states, I should like 
to emphasize the continuing need for adjustment from the standpoint of 
the individual farmer and of groups of farmers in certain localities. 
Regardless of how far we go in planning national programs for agriculture, 
Mr. Englund states that “Wide latitude for individual action will remain.” 
The efficiency of our farmers and their welfare depends in large measure 
on how wisely they can make decisions in this individual action in relation 
to national programs and the productive resources on their farms. It is a 
basic responsibility of research within the states to make available facts 
and principles upon which such decisions can be based. 

A fourth item that is basic to sound national programs and calls for 
adequate state or local research is the study of the impact upon local 
producers of whatever national programs are contemplated or under 
way. The close and intimate association of the state research worker 
with the farmers places him in a very strategic position in this respect 
and should not be overlooked in the future pattern for research. 

Recognizing Mr. Englund’s point that policies are not made by econo- 
mists but by so-called statesmen who are in a position to make policies 
effective and also cognizant of the fact that state policies are being 
formulated which may sometimes be as far-reaching as national policies, 
there is a definite need within the states of such research as will make 
available to statesmen the facts and principles upon which safe and sound 
policies may be based. The importance of this is not lessened by the fact 
that statesmen are not always inclined to accept and put into practice 
promptly the results of our work, because after all they are influenced 
largely by public opinion, and in helping to shape that public opinion we 
can be effective in determining future policies. In this connection regional 
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and national conditions must be considered, as well as conditions within 
the states, but the state legislators and officials can act only for the state. 
Consequently, research from the state set-up will always be important. 
A rational approach (by groups of state workers) to those problems that 
are regional in scope may do much to prevent the development of “region- 
alitis,” against which Dr. Schultz has warned. 

If, instead of a formal regional set-up for research, regional problems 
are approached by state workers covering in each case the area specifi- 
cally affected by the particular problem to be studied, the size of the 
region would vary with different projects and the tendency for workers 
to set up imaginary boundaries for regions and assume a mental complex 
of bias against other regions would tend to be prevented. 
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AGRICULTURAL POLICY AND THE ECONOMIST* 
A. G. Buack 


Bureau or AGRICULTURAL ECONOMICS 


The term ‘‘agricultural policy’’ in its most comprehensive 
meaning has been defined as implying ‘‘a more or less carefully 
considered and fundamental course of action followed consist- 
ently for a period of years.’ This meaning has come to be gen- 
erally accepted by those who have attempted to give precision 


_ to their discussion of this subject. 


A common but somewhat careless use of the term is found in 


_ references to current phases of policy. More properly these cur- 


rent phases could be termed ‘‘programs.’’ Usually the reference 
is to the immediate events, or plans, or institutions which are the 
contemporary manifestation of the longer time more fundamental 
policy. They represent current efforts to achieve the objectives 
implicit in the prevailing agricultural policy. Or they are the 
devices by which agricultural policy may be translated into action 
programs. 

A third use of the term ‘‘policy’’ is in connection with adminis- 
tration of current programs. It involves the statement (actual or 
implied) of general rules, assumptions, or interpretations 
adopted by those who are administering institutions or programs 
as a general guide in their detailed administrative duties, in other 
words the administrative policies adopted to carry out current 
programs. 

Economists have contributed directly or indirectly to policy 
in each of the foregoing meanings. With the first or true one of 
agricultural policy several individual economists have taken an 
important part. Economists generally, however, have not been 
closely identified with the shaping of American policy although 
they have contributed indirectly to policy in a manner and to an 
extent perhaps not fully appreciated by even themselves. 

_ It is of course obvious that the agricultural policy of a nation 
is not created in a formal direct manner. It represents the mass 
thinking or attitude toward agriculture at any given time. It is 
not arrived at spontaneously but is in a true sense ‘‘ grown into.’’ 
It cannot be a policy of agriculturalists for agriculturalists but 
must represent tacit agreement on the part of the general public 


A * This paper was read at the Twenty-sixth Annual Meeting of the American Farm Economic 
ssociation, New York, December 80, 1935. 
Black 7 Trcion of Determining an Economic Policy for American Agriculture, John D. 
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as to the general course of action to be taken with respect to 
agricultural questions over a period of years. 

Agricultural policy is not merely an economic policy. At any 
time it is an evolutionary growth in which politics, ambitions, 
fears, prejudices, traditions, beliefs true or untrue, and myths 
each and all have had an influence. Physical factors too have con- 
tributed, climate, weather, humidity, soil fertility, topography 
have all influenced agricultural policies of this and other nations. 
They have carried greater or less importance at various times. 
Of other semi-physical factors, such as transportation facilities 
and their changes, inventions such as the steam engine, the cotton 
gin, the tractor, the combine, communication facilities, it can 
easily be demonstrated that they modify agricultural policy. 
Certain biological factors such as plant diseases, insect pests, im- 
provement in varieties of plants and animals exert their influence 
as do such factors as tariffs, taxes, import restrictions, export 
subsidies and other more indefinable forces such as nationalism, 
and self-sufficiency. The forces working together or against each 
other that finally bring into being a national attitude toward agri- 
culture are as varied, as complex and sometimes as irrational as 
those that give to any nation its unique characteristics. 

The economist has made his contribution in the formulation of 
our agricultural policy but his contribution may have been small 
as compared with that made by many other groups or profes- 
sions. It may well be asked why hasn’t the economist made a 
larger contribution than he has? Perhaps he hasn’t been neces- 
sary or at least people generally may have believed him to be 
unnecessary. It is only recently that the field of agricultural 
economies has been recognized. Only yesterday did anyone realize 
that the economics of agriculture was of sufficient importance as 
compared with the technology and natural science of agriculture 
to warrant anyone giving more than casual attention to it. We are 
still of the first generation of agricultural economists. Offhand I 
ean think of no one who, having trained himself specially as an 
agricultural economist, has completed his years of active service. 
We can think of a few who are perhaps completing their work as 
agricultural economists but who had first spent a considerable 
part of their earlier years in other fields and later transferred 
their interests. Indeed, the man who apparently was the first to 
use the term ‘‘agricultural economics,’’ Dr. Henry CO. Taylor, is 
just entering on a new post of wide responsibility. The reason 
why economists seem to have contributed so little to American 
agricultural policy until recently is illustrated by Prof. Richard 
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T. Ely’s experience in the United States Department of Agri- 
culture when Secretary Wilson told him the he wanted no eco- 
nomics in the Department of Agriculture and promptly stopped 
some work that Prof. Ely was doing.? Dr. Taylor had a similar 
experience with Secretary Wilson which ran something like this: 
“Henry, you are a young man—some day you will want to get 
married and be in a position to support a family. Why not give up 
agricultural economics which will never afford you a livelihood, 
and go into something practical, like agricultural chemistry or 
bacteriology. Then I will give you a job in the Department of 
Agriculture.’’* These expressions typified the attitude of the 
public and explain why until recently the economist played such 
a minor role in the formulation of agricultural policy. They re- 
flect the doctrine that there wasn’t anything that could be done 
or need be done about economic problems. 

Until after the World War economists concerned themselves 
largely with the internal business management of individual 
farms. But from 1920 on, general national and international 
economic forces affected agricultural welfare so adversely that 
problems brought to the fore demanded attention of the public 
and of the growing body of economists who were devoting their 
attention to agricultural matters. We find that during the past 
fifteen years agricultural economic research and education have 
proceeded at an unparalleled pace. The result of all this has been 
that along with the necessity for giving immediate consideration 
to pressing economic problems relating to agriculture there has 
been a wide dissemination of economic information which has un- 
doubtedly had its influence upon the thinking of the public. 

A number of our economists have worked actively upon agri- 
cultural policy matters and have influenced the direction that 
policy has taken. I refer to such men as Dr. H. C. Taylor, M. L. 
Wilson, Secretary Wallace, J. D. Black and others. These men 
have contributed greatly toward increasing the part that economic 
considerations play in formulation of policy. There will always be 
a place for trained economists in this broader area of policy. 
But in accomplishing results they will be acting not strictly as 
economists but rather as agricuitural statesmen. Needless to say, 
the characteristics making for influence and success in this 
field are given to few. 

For the most part, our contributions to policy in the larger 
sense will continue to be through research results, dissemination 


3 Proc. ational Conference on Land Utilization, Chicago, Ill. November, 1931, p. 126. 
Ibid. p. 127. 
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of relevant factual data and a continual education of the public 
generally in economics. Economists can make a contribution to 
public thinking in this respect. Indeed, it is their responsibility 
to do so. A few years ago a well-known financier described the 
United States as a nation of economic illiterates. That is not true 
in the same degree, at least so far as agricultural economics is 
concerned, as it was fifteen years ago. The fact that there has been 
some progress is due to the efforts of the educational forces of 
the nation, such as the United States Department of Agriculture, 
the farm organizations, the land grant colleges, the extension 
service, and a few members of the agricultural press. The situa- 
tion is such that this educational program must be pressed with 
all vigor. It is certain that the economic phases of agricultural 
policy will not become less important in the discernible future. 
These economic aspects are going to be a part of our policy. Prob- 
ably they will not be dealt with as economists would desire. 
Other elements of policy may bring about that result. But they 
will more nearly meet the economist’s specifications of economic 
policy if he makes real attempts to see that the public is well 
educated on economic matters. It is a much more wholesome 
situation for the public to know that the policy has something yet 
to be desired so far as economic perfection is concerned than for 
the policies to be based upon wrong economic assumptions which 
the public believes to be right. 

It has been pointed out above that agricultural policy is an 
evolutionary development. At any one time it may be difficult to 
express concretely the agricultural policy of the country. This 
policy will not and possibly cannot be wholly consistent. It will bea 
mosaic of attitudes upon many questions and the attitudes may 
even be contradictory but if viewed from some distance in time the 
principal characteristics of the policy become sufficiently clear to 
distinguish a fairly well defined pattern. Until the early ’20’s the 
economic policy for agriculture was one which left desirable ad- 
justments to the working out of competitive forces. This policy 
had been interfered with in some respects by farm credit institu- 
tions, tariffs, railroad rates. But in general economic situations 
were regarded as more or less inevitable and nothing could or 
should be done about them. After the post-war depression the 
attitudes toward agriculture were of two kinds—the continua- 
tion of the traditional attitude and a new attitude which said in 
effect that adverse economic situations were the result of social 
and economic changes and that something should be done to cor- 
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rect them. Some of those who took the latter position succeeded 
twice in passing the McNary-Haugen legislation and saw it twice 
vetoed. They were persistent, however, and in 1929 the Agricul- 
tural Marketing Act was passed. This was a significant step in the 
development of a changing agricultural policy not so much as a 
piece of legislation because it did not fulfill the demands of those 
who had supported the earlier legislation, but because of its pro- 
nouncement by Congress of its determination ‘‘to place agricul- 
ture on a basis of economic equality with other industries.’’* Here 
was a statement that inequality between agriculture and other in- 
dustries existed and that Congress proposed to do something 
about it. In 1933, in the Agricultural Adjustment Act, Congress 
declared its intention to ‘‘reestablish prices to farmers at a level 
that will give agricultural commodities a purchasing power with 
respect to articles that farmers buy, equivalent to the purchasing 
power of agricultural commodities in the base period.’” (1909- 
14.) 

Twice in the past six years in far-reaching legislation Congress 
has said that ‘‘it was going to do something’’ to improve agricul- 
tural conditions. During the past 15 years numberless measures 
have been introduced into Congress, all based on the assumption 
that it was necessary to take action. The policy has been declared 
under different political administrations. It would appear con- 
clusive that our national agricultural policy has gradually shifted 
until we can definitely say that it is now one of action. Action has 
been taken toward improving agricultural conditions and there 
is nothing in the situation that suggests probability of retreat 
from action programs of some kind. 

Programs excite greater public interest than consideration of 
agricultural policy as such. In general the public looks on specific 
programs of action as the agricultural policy whereas they are 
merely the mechanics whereby the objectives of the prevailing 
policy may be attained. Without tacit acceptance of a funda- 
mental policy or attitude, formulation of a program would be 
impossible. Those who propose programs of action therefore 
must state their specifications within the general boundaries out- 
lined by policy and they must be of such a nature as to impress 
the public with the probability of their working out so as to 
achieve the objectives sought in the general policy. Countless 
programs of action have been formulated, but many have not 


+ Agricultural Marketing Act, 1929. Sec. 1 (a). 
Agricultural Adjustment Act, as amended, as of June 29, 1934. Sec. 2 Par. 1. 
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been acceptable because they appeared to run counter to prevail- 
ing policy or because they appeared upon examination to be un- 
able to achieve in the degree demanded the objective sought. 

Economists have contributed and can continue to contribute 
to the formulation of programs both by accurately interpreting 
the prevailing policy thus making certain that the proposals will 
be acceptable on that score, and by pointing out the extent to 
which proposals will or will not realize the objectives sought. To 
an increasing extent economists are consulted when proposals 
are framed and usually they are asked to examine and report 
upon the economic feasibility of any program of action. Doubt- 
less many in attendance at this meeting have at one time or an- 
other assisted in preparation of or have advised upon proposed 
programs of action either by states or by Congress. It should be 
clear that this sphere of activity is not confined to spectacular 
schemes but includes as well the welter of activities, local, state, 
and national, that after all are part and parcel of our agricul- 
tural policy. I refer to such things as inspecting and grading of 
farm products, marketing regulations, cooperative marketing, 
local and state taxation, transportation rates, debt conciliation, 
land use, and other similar activities. It can be shown that econo- 
mists have exerted influence in formulating such programs and, 
I believe, it can be safely predicted that their contributions in 
this field will not become less. 

After programs are adopted, after legislation is passed, after 
institutions are established, there is an extremely important field 
for the operation of the economist in advising with respect to the 
specific kind of action programs to be adopted, the administrative 
policies to be followed and influencing the general activities to- 
ward the successful realization of immediate objectives. 

Laws, within limits, are what their administrators make of 
them. In any action pointing toward the relative improvement 
of agriculture if it is to be effective in meeting the multitudinous 
problems that cannot be anticipated, the range of executive dis- 
cretion must be wide. The ablest administrators cannot be experts 
in all fields. They must make decisions promptly. Their decisions 
are of two general orders—those that lay down fundamental rules 
of operation which can be adopted usually after a comprehensive 
analysis of the problem is made, the various alternatives stated 
and their respective advantages and disadvantages weighed, and 
those quick operating decisions which are essential to the smooth 
operation of an organization and which require comparatively 
little analysis but rather merely a rapid survey to see that they 
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do not run counter to the general operating rules or to the basic 
grant of authority. 

The types of decisions required in deciding on programs and in 
their direct administration are comparable to those required 
in planning and conducting a cross-country motor journey. The 
adoption of the program is comparable to the choice of destina- 
tion. The basic program would authorize and direct for example 
that a journey be made from New York to San Francisco rather 
than from Chicago to Miami or Charleston to Seattle. Two funda- 
mental determinations are made. First, it is determined that we 
are at New York rather than at Chicago or Charleston, and, 
second, that the general welfare will be more greatly served by 
going to San Francisco rather than Miami or Seattle. The instruc- 
tions will probably say something to the effect that the trip be 
made by automobile rather than by airplane or railroad train, and 
that the conveyance be under the direction of a chauffeur, or a 
committee, or the passengers. Probably funds for the journey 
will be supplied. 

There are numberless decisions to be made by those responsible 
for the trip. Alternative routes from New York must be examined 
and one selected. The average daily mileage must be determined. 
It must be decided whether to stop overnight at hotels or tourist 
camps. The particular kind or model of automobile must be 
chosen. These are decisions comparable to the general rules of 
operation. 

Then once the journey is begun there are an infinite number of 
decisions to be made such as whether to go slowly or fast over a 
particular stretch of road, whether to pass the car ahead on a 
blind curve, whether to fill the tank in this town or hope that the 
gas will last to the next town. These are the day-to-day operating 
decisions. 

In program operation the economist’s most useful sphere of 
action is that comparable to the planning of the trip. He must 
assemble the pertinent facts, outline the alternative lines of ac- 
tion, the advantages and disadvantages of each, and, what is more 
important, present his analyses in such a way as to give the 
proper emphasis to the various factors in the situation. The last 
is the most difficult task that the economist has, or rather he finds 
it the most difficult. What may be the most interesting feature of 
a plan to the economist may not be the most important from the 
standpoint of its successful administration. Economists are often 
inclined to pursue their own interests to the impatience and 
exasperation of the administrative authorities whose attention 
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is fixed on the main problem. Sometimes these obscure angles 
that may at first appear irrelevant are the really important 
thing. In such event the economist’s responsibility is to demon- 
strate the essentiality of his findings. If he cannot do this and 
the decision goes against him and subsequent events prove him 
to have been correct, he cannot take solace in a self-satisfied ‘‘I 
told you so.’’ Instead, he should be fired for not having done his 
job. Making the correct analysis is only half the job. Unless the 
correctness of his analysis can be presented convincingly to 
others, it might as well have been wrong in the first place. 

Economists must remember too that good economics is not 
the only factor determining decisions in this sphere. One is 
reminded of Senator Borah’s rejoinder to the statement that 
such and such was an economic fact. ‘‘It may be an economic fact, 
but it is not a political fact and we are dealing here with political 
facts.’ What may be right economically may be impossible 
politically. I am using ‘‘political’’ not in the partisan sense but 
to signify what may or may not be acceptable to the public. In 
such event some compromise solution must be found. 

Economists have demonstrated their usefulness to the admin- 
istrators of both federal agricultural programs—the Federal 
Farm Board and the Agricultural Adjustment Administration. 
They exerted increasing influence during the Farm Board 
experience, and have exercised from the beginning greater 
influence in the Agricultural Adjustment Administration than 
in the Farm Board. I am convinced that in whatever modifica- 
tions may be made in the present Agricultural Adjustment 
Administration economists will continue to be pressed for 
further contributions. 

The part that economists can take depends far more on them- 
selves than on anyone else. As fast as they can offer analyses 
that give a better basis for intelligent solution of problems, these 
analyses are accepted. The demand is for more intensive analyses 
over a wider field. There is no disposition to push the economist 
into the background but rather an insistent demand for him to 
supply answers to immediate questions. Inquire of anyone inti- 
mately associated with the operation of the Federal Farm Board 
or the Agricultural Adjustment Administration and he ean list 
dozens of questions that have been decided or must be decided 
without adequate economic analysis, not because economic coun- 
sel has not been or is not desired, but because economists have 
not yet developed their bodies of facts, or have not developed a 
methodology of analysis or have not yet found the time to press 
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their studies into the realm where the problems are now most 
insistent. 

Somewhere in the background but not too remote from current 
events there should be a group of economists who can devote 
their attention to a continuing development of theory. Economic 
theory has not been a fixed body of ultimate truth but has shown 
well defined lines of growth and development. This background 
of theory must be at any time the ‘‘base line’’ from which those 
working in agricultural policy or upon programs or administra- 
tive problems must operate. Unless all phases of economics are 
developed concurrently, sooner or later progress in any segment 
of the field will be stopped. 

There is needed too a larger number of well trained economists 
who can view policy and program problems in their entirety. The 
highly specialized technician cannot produce the most effective 
results in the policy field. The most sought for advice is from the 
man who is competent to judge the validity of the studies of the 
technician but who has sufficiently broad training to synthesize 
correctly those results and to relate them to findings entirely 
outside the field of agricultural economics. There is great need 
for men who have this ability for synthesis. 

Some may feel that we have not contributed to agricultural 
policy on the three levels outlined above to the extent that we 
should. I do not accept that judgment. Agricultural economists 
have contributed to agricultural policy. They will exert more 
influence when they have something more to offer. Their greatest 
service will be in the form of facts and analyses that will serve 
to give the public a clearer understanding of the problems in- 
volved. 

In both the other related fields, of program making and 
program administration, economists have assisted greatly, but 
not to the extent that they might if they were in position to deal 
realistically with the questions at issue. The insistent demand is 
not from economists that their services be used, but rather upon 
economists for services that only they can perform. 


A CLASSIFICATION AND SUMMARY OF RESEARCH 
PROJECTS IN DAIRY MARKETING* 


S. C. Hupson 


CANADIAN DEPARTMENT OF AGRICULTURE 


It is of the utmost importance in any line of scientific en- 
deavor, and more particularly in economic research, to pause 
from time to time to examine critically the work which has 
already been done, both by ourselves and by our contemporaries. 
Such a periodic stock-taking should not only take into considera- 
tion what has been done, but how it was done, what was 
accomplished, and whether the accomplishments justified the 
cost. 

A reconnaissance of the research work which has been done 
in the field of dairy marketing is of particular interest at this 
time when, after some few years during which many investi- 
gators have been engaged in emergency work, an era of renewed 
activity is looked for. It was with this thought in mind that an at- 
tempt was made to classify and summarize the research work in 
this field which has been completed, or is at present in progress. 
Due to the difficulty of measuring the accomplishments of a proj- 
ect, it has not been considered practical to attempt an evaluation 
of the work. 

In the assembling of the projects upon which this report is 
based, a preliminary list was prepared from available bibliogra- 
phies, and submitted to the respective institutions for verifica- 
tion and additions. A list of projects at present in progress was 
also requested. Certain revisions were later made in these lists, 
those projects which in the opinion of the writer were outside 
of the scope of marketing research being eliminated. In this 
connection, it might be mentioned that while an attempt has been 
made to differentiate between economic research and research of 
a technical or non-economic nature, because of interrelationships 
between the two fields certain border-line projects have been 
included which are both economic and technical in character. 
This is particularly true of some of the earlier studies. For the 
purpose of this report, a research project may be considered as 
a study involving the collection or analysis of economic data on 
which a report has been made. It is considered that the projects 
assembled represent the greater part of the research which has 
been completed in this field. Due to the fact that all institutions 


1 Paper presented at annual meeting of American Farm Economic Association, New York 
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have not reported on projects now in progress, this list should 
not be considered as being complete. 


Classification of Projects 


In classifying the research projects in dairy marketing, two 
main bases have been used, the product studied, and the type 
of study. Under the first classification, five groups have been 
established: fluid milk and cream; butter; cheese; concentrated 
products, including condensed, evaporated and powdered milk, 
and ice cream; and a general group including those projects in 
which more than one of these products was studied. In classi- 
fying the projects according to the type of study, an attempt 
has been made to group together those projects employing simi- 
lar methods of approach. Nine groups were established. These 
are supply and use; consumption and demand; costs, profits, and 
fnancial organization; transportation; prices and price plans; 
cooperative organization; public investigations; market struc- 
ture; and miscellaneous. While some of these groups are self- 
explanatory, a word of explanation with regard to a number 
of them is in order. 

Studies of supply and use include those which are particularly 
concerned with the determination of the volume, utilization, loca- 
tion, and condition of the milk supply of an area, and factors in- 
fluencing the supply. Cornell Bulletin 527, ‘‘The Supply Side of 
the New York Milk Market,’’ by Dr. Ross, is an example of the 
more recent type of study included in this group. 

Another study of Dr. Ross’s, ‘‘The Demand Side of the New 
York Milk Market,’’ which is reported in Cornell Bulletin 459, 
is indicative of the type included under consumption and demand. 
The objective of projects in this group has been to determine 
the consumption of dairy products in an area, and the factors 
affecting consumption. 

Projects on ‘‘costs, profits, and financial organization’’ are 
exemplified by Minnesota Technical Bulletin 26, ‘‘Economic 
Aspects of Creamery Organization,’’ by Black and Guthrie, 
while Maine Bulletin 243, ‘‘Costs and Returns in Operating Milk 
and Cream Collection Routes in Maine,’’ by G. F. Dow, is an 
illustration of the type included under transportation. 

Studies included under prices and price plans are of two 
types: price analysis projects dealing with price relationships, 
and studies of price plans for payment of producers, the latter 
being concerned primarily with the effects of methods of pay- 
ment on seasonality of production. 
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Studies included under cooperative organization have been 
concerned largely with the functioning of existing cooperatives 
and problems of membership relations. Pennsylvania Bulletin 
256, ‘‘Membership Problems in a Milk Marketing Organization,”’ 
by J. K. Stern, is illustrative of this general type. 

Investigations by public bodies while including studies which 
might properly fall into one of the groups already mentioned, 
on account of the use of inquisitory powers in the collection of 
data, have been included as a separate group. 

In the general market structure group are included studies 
employing a broader approach than any of those which have 
been mentioned, including discussion of the marketing process 
within particular areas. An example of this type of study is 
California Bulletin 559, ‘‘An Analysis of the Fresno Milk 
Market,’’ by J. M. Tinley. 

The last group, miscellaneous, includes all studies not covered 
by the groups already mentioned, and is more difficult to define. 
For the most part, studies included under this heading deal with 
the dairy industry in general. An example of such a study is 
Wisconsin Bulletin 125, ‘‘Hconomic Considerations in the 
Marketing of Fluid Milk,’’ by W. P. Mortenson. 


Classification According to Product Studied 
The distribution of research projects classified by product 
studied and period in which the report was published is shown 


TABLE 1—NuMBER OF RESEARCH PROJECTS IN THE MARKETING OF DAIRY 
Propvucts CLASSIFIED BY PropucT AND PERIOD 


Before | 1916- | 1921- | 1926- | 1931- In Total 
1916 1920 1925 1930 1935 progress* 
Fluid milk and cream 12 24 18 38 62 20 174 
Butter a 8 3 8 10 5 34 
Cheese 2 _ 1 3 4 3 13 
Concentrated products 1 2 1 4 
General 7 5 2 10 20 5 49 
Totals 21 37 24 60 98 34 274 


* Incomplete. 


in table 1. Of the total of 274 projects included in the classifica- 
tion, 174, or 63 per cent, are studies of the marketing of fluid 
milk and cream. With the exception of the period 1921-1920, 
when a slight increase occurred, this proportion has remained 
relatively stable. While the proportion of the projects falling 
into the general group declined after 1915, the relative number 
of studies of this type has again increased since 1930. Studies of 
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this type also make up a large proportion of the projects now 
in progress. Projects on the marketing of butter, cheese, and 
concentrated milk products averaged 12, 5, and 1 per cent, 
respectively, of the total research projects listed. 

In studying the relative activity of different periods from the 
point of view of research, it may be noted that the number of 
projects has increased steadily with the exception of the period 
1921 to 1925, when a decrease occurred. The comparatively recent 
development of research in the marketing of dairy products is 
indicated by the fact that over 92 per cent of the projects listed 
have been reported upon since 1915. 


Classification According to Type of Study 
In classifying the projects according to type of study, one 
finds that the most important groups are market structure, sup- 


TABLE 2—NUMBER OF RESEARCH PROJEcTS IN Dairy MARKETING 
CLASSIFIED BY OF Stupy AND Propwuct 


Fluid milk Concen- 
and Butter Cheese trated General Total 

cream products 
Supply and use 42 1 _ —_— 7 50 
Consumption and demand 15 —- 1 1 8 25 

Costs, profits and financial or- 

ganization 17 9 3 1 4 32 
Prices and price plans 13 3 2 — —_ 18 
Cooperative organization 9 - — 2 18 
Public investigations 26 1 1 — 3 32 
Market structure 33 5 2 — 7 48 
Miscellaneous 11 6 4 2 19 42 
Totals 174 34 13 4 50 274 


ply and use, and miscellaneous, each accounting for about 17 
per cent of the total (table 2). Investigations by public bodies 
and studies of costs, profits, and financial organization are next 
in importance, each making up about 12 per cent of all studies, 
while 9 per cent are concerned with consumption and demand. 

Considering only projects in the marketing of fluid milk and 
cream, the distribution is changed somewhat, 23 per cent of the 
projects falling under supply and use, 20 per cent under market 
structure, and 16 per cent under public investigations. Consump- 
tion and demand; costs, profits, and financial organization; and 
prices and price plans each accounted for 9 per cent. 

Tracing the development of research work in the marketing 
of fluid milk, it may be noted that 75 per cent of the research 
projects carried on prior to 1915 were studies of the supply and 
use type (table 3). Many of these early studies were primarily 
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concerned with the quality of the milk supply, and are both 
technical and economic in character. 

The second period in the development of research in dairy 
marketing included the years during and directly following the 
World War. This period was characterized by many public investi- 
gations. It was during this period, too, that the first studies of 
costs, prices, and market structure were made. While a reduction 


TaBLE 3—NvUMBER OF RESEARCH PROJECTS IN THE MARKETING OF FLUID MILK 
AND CREAM CLASSIFIED BY TYPE OF STUDY AND PERIOD 


Before 1916- 1921- 1926- 1931- In Total 
1916 1920 1925 1930 1935 | progress* a 
Supply and use 9 1 3 6 14 9 42 
Consumption and demand — ~- 3 4 7 1 15 
Costs, profits and financial 
organization —_ 1 2 6 2 17 
Transportation 1 -- 2 1 4 1 y 
Prices and price plans — 1 1 4 7 — 13 
Cooperative organization 5 2 7 
Public investigations 2 15 _- 3 6 — 26 
Market structure — 5 6 7 14 2 34 
Miscellaneous — 1 1 2 4 3 11 
Totals 12 24 18 39 61 20 174 


* Incomplete. 


in the total number of projects occurred during the next period, 
that from 1921 to 1925, this decrease is not due to a reduction in 
institutional research activity, but to the absence of public 
investigations, which during the previous period had constituted 
over 60 per cent of all fluid milk studies. It was during the period 
1921-1925 that the first studies of consumption and demand 
appeared. 

Between 1925 and 1930 a great increase in research activity 
occurred, the total number of projects being more than double 
that of the previous period. The most notable increases during 
this period were in studies of costs, profits, and financial organi- 
zation, and of cooperative organization. A further increase in 
activity occurred during the five years 1931 to 1935, the number 
of projects completed during this period being 65 per cent 
greater than that of the previous period. The greatest increase 
was in studies of the supply and use, and market structure type. 
Public investigations, and studies of prices and price plans also 
increased during this period. 

Due to the fact that the list of projects in progress is incom- 
plete, little can be said with respect to most recent tendencies in 
the types of studies in this field. Indications are, however, that 
even greater emphasis is being placed on studies of the supply and 
use type. 

A classification of research in the marketing of manufactured 
dairy products indicates that many projects are of a general 
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TABLE 4—NvuMBER OF RESEARCH PROJECTS IN THE MARKETING OF MANUFACTURED 
Dairy Propucts CLASSIFIED BY TYPE OF STUDY AND PERIOD* 


Before 1916- 1921- 1926- 1931- In Total 
1916 1920 1925 1930 1935 progress f 
Supply and use 4 1 3 8 
Consumption and demand _— — 2 5 4 11 
Costs, profits and financial 
organization — 2 2 1 7 3 15 
Prices and price plans — 1 = 1 — 3 5 
Cooperative organization _— 1 1 3 4 2 11 
Public investigations 2 2 2 6 
Market structure 1 3 1 2 6 1 14 
Miscellaneous s 4 2 10 9 1 30 
Totals 9 13 6 22 36 14 100 


ieee ~~ projects pertaining to both fluid milk and cream and manufactured dairy products. 
nature, the miscellaneous group accounting for 30 per cent of 
the total (table 4). Other groups of major importance are costs, 
profits, and financial organization; market structure; coopera- 
tive organization; and consumption and demand. 

Although extending back to 1897,? research work in the market- 
ing of manufactured dairy products made its greatest progress 
following 1925. Early studies consisted largely of descriptions 
of the supply area and of the market structure, channels of 
trade, and the like. 

While there is no satisfactory way of measuring the amount 
of work done in these studies of different types, it would seem 
that the number of pages, tables, and figures might give a more 
accurate measure than the number of projects. For as many of 
the projects as reports were available for examination, a tabula- 
tion of pages, tables, and figures was made on the basis of type 
of study (tables 5 and 6). 


TasLeE 5—NvumMBER oF Paces, TABLES AND FicurRES IN REporTS OF RESEARCH 
PROJECTS IN THE MARKETING OF FLUID MILK AND CREAM, CLASSIFIED 
AccoRDING TO TypE Stupy AND PrErRIop* 


Number of Number of Number of Number of 
projects pages tables figures 


Supply and use 10 16 593 807 41 518 12 276 
Consumption and demand 3 10 91 410 57 315 3 129 
Costs, profits and financial organiza- 
tion 1 9 396 25 349 9 58 
Transportation 3 5 37 219 55 116 24 53 
Prices and price plans 2 7 350 238 45 148 21 64 
Cooperative organization 5 230 ~- 114 17 
Public investigations 11 7 533 |1,087 95 253 23 
arket structure 1l 17 504 235 433 109 119 
Miscellaneous 2 5 347 298 64 232 29 70 
Totals 43 81 |2,509 |4,494 617 |2,478 230 842 


* Some projects for which details were not available, also all uncompleted projects, are omitted. 


; ? Wisconsin Agr. Exp. Sta. Bul. 60, ‘““‘The Cheese Industry, Its Development and Possibilities 
in Wisconsin,” by S. M. Babcock and H.'L. Russell. 


Before | 1926— | Before | 1926- | Before | 1926- | Before | 1926-— 
1926 1935 1926 1935 1926 1935 1926 1935 
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In the case of fluid milk and cream, while the number of 
projects included in the tabulation for the period following 1925 
was almost double the number included for the earlier period, 
the number of pages was only 79 per cent greater. The number 
of tables and figures for the second period, however, was almost 
four times that of the first. This shift is particularly significant 
in the case of the supply and use group. While the average 
number of pages decreased somewhat, the average number of 
tables in the second period was almost 8 times that of the first, 
and the number of figures 24 times as great. 


TABLE 6—NvuMBER OF PaGcEs, TABLES AND FicurREsS IN REPORTS OF RESEARCH 
PROJECTS IN THE MARKETING OF MANUFACTURED Datry Propvucts, 
CLASSIFIED ACCORDING TO TyPE oF Stupy AND PErRIop* 


Number of Number of Number of Number of 
projects pages tables figures 


Before | 1926— | Before | 1926- | Before | 1926- | Before | 1926- 
1926 1935 1926 1935 1926 1935 1926 1935 


Supply and use 3 4 184 450 12 234 6 89 
Consumption and demand —_ 6 _ 190 — 222 —_ 32 
Costs, profits and financial organiza- 


tion 4 6 248 225 135 212 74 63 
Prices and price plans 1 22 5 3 
Cooperative organization 1 5 53 510 23 125 7 114 
Public investigations 1 4 234 337 -— 95 -- 20 
Market structure 5 1 206 80 139 22 84 5 
Miscellaneous 9 14 282 /|1,558 81 361 116 151 

Totals 24 40 {1,229 /|3,368 395 {1,271 290 474 


* Some projects for which details were not available, also all uncompleted projects, are omitted. 


In the case of manufactured products, this trend is even more 
noticeable. While the number of projects included increased by 
66 per cent, the number of pages in the second period was 2.75 
times, the number of tables 4 times, and the number of figures 
3.6 times that of the first period. The significance of this would 
seem to be a definite movement towards a more extensive use 
of statistical analysis, and the inclusion of fewer words but more 
factual data in reports of research projects. 


Areas Studied 


The distribution of the research projects by areas is presented 
in table 7. Although 35 per cent of all United States projects 
have been carried on in the North Atlantic States, and 35 per 
cent in the North Central group, there has been a significant 
difference between the projects in the two areas. While 51 per 
cent of the studies of fluid milk and cream, and 11 per cent of 
the studies of manufactured dairy products, have been conducted 
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TaBLE 7—NvUMBER OF RESEARCH PROJECTS IN THE MARKETING OF 
Dariry Propucts COMPLETED OR IN Progress, DecEMBER 1935* 
United States and Canada 


Number of projects 
Area Fluid milk Manufactured Total 
and cream dairy products —_ 
United States 
Connecticut 1 — 1 
Maine 4 _ 4 
New Hampshire 2 1 3 
Vermont 4 2 6 
Massachusetts 10 — 10 
Rhode Island 3 ae 3 
New York 31 3 34 
New Jersey 3 2 5 
Pennsylvania 18 2 20 
General 10 —_ 10 
North Atlantic 79 10 89 
Ohio 8 2 10 
Indiana 1 1 
Illinois 11 11 
Michigan 7 
Wisconsin 7 26 33 
Minnesota 5 4 9 
Iowa 1 4 5 
Missouri 1 2 3 
North Dakota —_— 3 3 
Kansas 1 2 3 
North Central 42 43 85 
Maryland 2 1 3 
Virginia 2 1 3 
West Virginia 2 oa 2 
General 2 -- 2 
South Atlantic 8 2 10 
Kentucky 1 — 1 
Tennessee 2 1 3 
Texas —_— 1 1 
South Central 3 2 5 
Idaho 2 — 2 
Colorado _ 1 1 
Oregon —_ 3 3 
California 4 4 8 
Western 6 8 14 
General 16 25 41 
United States 161 90 251 
Canada 
Nova Scotia 2 2 
: New Brunswick _ 1 1 
Quebec 2 1 3 
Ontario 2 2 4 
Manitoba 1 1 2 
Saskatchewan 3 2 5 
British Columbia 1 — 1 
General 2 3 5 
Total 13 10 23 
Total United States and 
Canada 174 100 274 
* List of projects in progress incomplete. 
in the North Atlantic area, the North Central area has con- 
. tributed 27 per cent of the fluid milk and cream projects, and 
48 per cent of all projects concerning the marketing of manu- 
factured dairy products. That is, in areas close to large urban 
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centers of population, the more important problem is the market- 
ing of fluid milk and cream, while areas which are removed from 
market are more interested in studies embracing one or more 
manufactured products of the dairy industry. 


Research Agencies 


A tabulation of the principal research agencies in the field of 
dairy marketing, and their relative contributions, is presented 
in table 8. While the pioneering was done largely by the United 


TaBLE 8—NvumBER oF Paces, TABLES AND Ficures IN Reports oF RESEARCH 
PROJECTS IN THE MARKETING OF Datry Propucts, CLASSIFIED ACCORDING 
TO RESEARCH AGENCY 


Total number pes eo bw Number of Number of Number of 


of projects available pages tables figures 


Before | 1926- | Before | 1926- Before | 1926- | Before 
1926 1935 1926 1935 1926 1935 1926 


State colleges and 
experiment sta- 
tions: 

California 
Tilinois 
Michigan 
Minnesota 
New York 

Cornell) 

hio 

Pennsylvania 
Vermont 
Wisconsin 
Others* 

U.S. Dept. of Agri- 
culture 

U.S. Dept. of Com- 
merce 

Canadian Dept. of 
Agriculture 

Other Agenciest 


Totals 82 67 


ool | 
to 


& o= || les 


| 


134 
1,838 /|2,898 254 633 


3,738 |7,862 {1,012 |3,749 


& | 
to 
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to 


* Includes Colorado, Idaho, Indiana, Iowa, Kansas, Kentucky, Maine, Maryland, Missouri, New 
Hampshire, North Dakota, Oregon, Rhode Island, Tennessee, Texas, Virginia, and West Virginia. 

t Includes state departments of agriculture, investigating commissions, universities, and miscellaneous 
institutions for which less than six projects were listed. 


States Department of Agriculture and the University of Wiscon- 
sin, many other institutions have since entered the field, par- 
ticularly during the last decade. A comparison of the work done 
by these institutions may be made on the basis of number of 
projects, number of pages, number of tables, and number of 
figures. Here again the trend towards the inclusion of more fac- 
tual data, already noted above, is apparent. 


Collection of Data and Method of Analysis 


On the basis of those studies for which it could be definitely 
determined, it was found that some 83 per cent of the projects 
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were based principally on ‘‘original’’ data. Of those which were 
based on ‘‘secondary”’ data, the majority fell into the general mis- 
cellaneous group. Data were collected by personal interview, 
either from office records or by means of survey schedules, in con- 
nection with 84 per cent of the projects using original data, while 
the mail questionnaire method was used in 13 per cent of the 
studies. Public hearings, used only in public investigations, were 
employed for 3 per cent of the projects. 

In 73 per cent of the studies for which the information is avail- 
able, some form of statistical analysis was employed. For the 
most part, the statistical treatment was of a relatively simple 
type, the studies being more or less evenly divided between 
simple tabulations, frequency distributions, and cross tabula- 
tions. In those studies in which statistical treatment was not 
used to any appreciable extent, analysis was descriptive or 
inductive. 

It is unfortunate that all of the necessary information for a 
thoroughly comprehensive study of research projects is seldom 
available in published form. We must, in most cases, content 
ourselves with an examination of the results obtained, presented 
in varying degrees of detail. In the 188 published reports of 
research projects in dairy marketing that were examined, over 
30 per cent failed to state the purpose or objective of the project, 
and an even greater percentage failed to give any information 
as to the methods employed. Only in very exceptional cases 
were the questionnaires or schedules included in the report. While 
this may be considered an editorial detail, it is of much conse- 
quence to the research worker. The report of a research project 
should be designed for the benefit of other research workers, as 
well as for the general public or those in the industry directly con- 
cerned. In order to serve this purpose, it is imperative that full 
information should be included with regard to objectives, 
methods, and schedules. 
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RESEARCH IN THE CONSUMPTION AND 
DEMAND FOR MILK’ 


W. C. Waite 


UNIvERSITY OF MINNESOTA 


There is undoubtedly more published data on the consumption 
and demand for dairy products than for any other agricultural 
commodity. This is especially true in the case of milk where con- 
centration of important volumes into comparatively few hands 
makes over all estimates relatively simple and numerous con- 
sumer surveys have been made. But with all these studies there 
are significant gaps in our information, and data are missing at 
important points. We know only roughly the total milk consump- 
tion, very little of the facts of utilization in particular markets, 
perhaps something on the effect of price on milk consumption, 
but very little regarding the influence of price on sales of cream 
and we have only vague general opinions on such problems as 
the competitive influence of evaporated milk, the consumer 
demands for quality, and the influence of wagon-store differen- 
tials on consumption. 

A knowledge of the characteristics of the demand and con- 
sumption of milk is evidently essential for all who are connected 
with the market. One can not even understand the complex 
institutional structures and the evolving organizations of milk 
markets without knowledge of the characteristics of consump- 
tion. For example, when the reasons for class prices of milk 
to producers are finally traced out, an appreciable part of the 
explanation will be found to lie in the nature of the demand for 
milk. Market control, or even successful operation in the market, 
whether by a market administrator, a cooperative, or a distribu- 
tor, necessitates a knowledge of the characteristics of demand. 
Proper continuous operation of the market, justification of prices 
to members of the cooperative and to consumers all require a 
quantity of information with respect to the current consumption 
and demand situations. One may be sure that many of those 
concerned with fluid milk markets in the past had little more 
than a vague idea of a number of the important factors govern- 
ing consumption. This has come clearly to light in our recent 
and continuing attempts at federal and state regulation. Pro- 
posals were made and some were put into force which resulted 
in blunders and disappointments which would have been avoided 


1This paper was read at the Twenty-sixth Annua] Meeting of the American Farm Economic 
Association at New York, December 28, 1935 
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if the demand characteristics of the market had been completely 
understood. 

Our principal estimates of total milk consumption in the 
United States are those of the Bureau of Agricultural Hco- 
nomics. These indicate a milk equivalent of about 100 billion 
pounds annually for human consumption, about 95 gallons per 
capita. Of the milk which leaves the farm, slightly over 40 per 
cent appears to be used in the form of fluid milk and cream by 
the non-farm population. Regionally, consumption is highest in 
the North Atlantic states, roughly about a pint per capita per 
day. In the North and West, consumption runs about .9 pints per 
capita per day, and in the South about two-thirds of a pint. The 
difficulties with these estimates lie in the basic data from which 
they are built. There is in no case any approach to a complete 
census of milk and cream sales. The present estimates rest 
largely on the reports from Boards of Health of the consumption 
in their respective communities and the population to which 
the consumption figures are presumed to relate. Certain of these 
estimates are undoubtedly close, but others are probably much 
in error. Moreover, there is reason to believe that these errors 
are not of the type compensating one another in the final total 
or average. 

Data showing milk consumption in particular markets over a 
period of time are largely non-existent. For a few of the larger 
markets, notably New York, Philadelphia, and Boston, the 
Bureau of Agricultural Economics has compiled rail and truck 
receipts for a number of years. In a few other markets, for 
example Baltimore and the Twin Cities where cooperatives 
dominate the supply situation, we have some indications of 
changes in the takings of milk. One must be constantly on the 
alert to detect omissions, changes in the population covered, and 
shifts in utilization of reported quantities. Outside of this com- 
paratively small group of markets the data are so scattered and 
varying in significance as to warrant appraisal only by those 
intimately acquainted with the individual markets. This situation 
ls indeed surprising in view of the large number of producers 
cooperative associations scattered through the country. It must 
mean that few bargaining associations have ever had sufficient 
accurate knowledge of the total amounts or utilization of milk 
in their market to be certain that they were securing a proper 
price for their members. Moreover, they must have lacked suffi- 
cient data to convince their membership, or to know themselves, 
that they were securing a reasonable price for the milk. Many of 
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the difficulties of these organizations have resulted from forcing 
too high a price. 

Lack of adequate data on consumption and demand is a prob.- 
lem most urgently needing correction. There are a great many 
institutional factors in milk markets which differ considerably 
among the markets. The influence of these factors upon con- 
sumption and demand can be ascertained only as we acquire more 
concrete records of actual consumption in these individual mar- 
kets. For example, the influence of relative milk and cream prices 
upon consumption is largely unexplored. It is held in some 
quarters that high cream prices stimulate milk sales by inducing 
consumers to use ‘‘top-milk’’ in the place of cream. Others hold 
that lower cream prices would greatly expand cream sales and 
have little influence on the demand for milk. It is certain that 
there is wide variation in the price of cream relative to milk in 
different cities, and between the cost of butterfat in milk and 
in cream. But whether this bears any relationship to the relative 
volume of sales of milk and cream in these cities is not known. 

Neither are we as sure of the precise competitive relationship 
between evaporated and fluid milk as we would be were our 
fluid milk consumption data more accurate. Some investigators 
have shown a relationship between the price of evaporated and 
fluid milk in various cities and evaporated milk consumption, but 
only the most general conclusions can be drawn and the precise 
relationship still remains largely a guess. This is even more 
true of the much mooted question of the influence of the store- 
wagon differential on milk consumption in the market. Different 
investigators have combined material from various sources with 
a variety of results. But one feels that in a large measure the 
results may be pure chance due to errors of considerable magni- 
tude in the basic data. 

In time, if Federal and State Regulation continues, the reports 
of the market administrators will yield much more reliable data 
for these sorts of problems, but at present the series are much 
too short. One has only to examine the present reports to com- 
prehend what a difficult task is involved in describing accurately 
the milk utilization of the market and to acquire a wholesome 
distrust of the reliability of previously collected statements. 

The bulk of the studies on demand and consumption are of two 
general types, consumer surveys and the analysis of sales of 
distributors. The consumer surveys usually follow a standardized 
pattern of having enumerators call on housewives and secure 
an estimate of their current consumption of the various dairy 


pro 
pos 
pal 
del 
Mi 
duc 
ea 
duc 
pre 
So 
fa 
fa 
the 
an 
cia 
sir 
fa 
al 
cit 
fr 
u 
in 
re 
ds 
al 
as 


Research on Milk 333 


products, together with information on the family size and com- 
position, nationality, income, and the occupations of the princi- 
pal earners. There are published surveys of this type for Phila- 
delphia, Boston, parts of the New York Metropolitan area, 
Minneapolis, and other cities. A study of some 59 cities was con- 
ducted under the auspices of the Consumers Council of the AAA 
early in 1934. An unknown number of surveys have been con- 
ducted under funds granted by the CWA and other relief 
projects. The selection of the included families differs widely. 
Some surveys include only milk company customers, others only 
families with children in grade schools. Some include groups of 
families in a few selected areas, others families scattered over 
the entire city. 

These consumer surveys have mostly been concerned with an 
analysis of the per capita consumption of milk and factors asso- 
ciated with variations in the consumption. Certain well defined 
similarities appear in all these. About 10 per cent of the city 
families report no milk consumption. There is a very consider- 
able range in the milk consumption in different sections of the 
city, for example, the Boston study shows a range from .42 to 
.6 pints per person per day for the various districts, St. Louis 
from .19 to .56 pints. Income appears to exercise some influence 
upon consumption, chiefly in the lower income groups, the spread 
in the various studies depends upon the income classification but 
rarely exceeds .2 pint per capita in the majority of published 
data. Towards the higher incomes the rate of increase declines 
and it is rare to find a considerable group consuming at a rate 
as great as 1.0 pint per person per day. 

The analysis of the size and composition of the family always 
indicates that children exercise a predominating influence on 
the per capita rate of consumption except where this is offset 
by declines in the per capita income, which occurs in the cases 
where the data are analyzed on the usual per capita basis. Chil- 
dren are the principal milk drinkers, the various studies showing 
between 70 and 85 per cent of the persons below 18 years of age 
drinking milk. Adults drink milk less frequently, the prevortion 
running from 25 to 35 per cent. High milk consumption ‘in a 
family is hardly possible without considerable milk drinking 
and it would be interesting to know how much of the difference 
mm milk consumption between various places was due to the milk 
drinking habits of the population. 

_ We have probably carried this form of study about as far as 
it is profitable to go. Mere momentum will undoubtedly continue 
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to produce additional studies, but with the probable result of 
piling up data on already pretty well buttressed points. Differ- 
ences in the character of the samples included in the existing 
studies very largely prohibit close comparisons between cities. 
Extension of the techniques to include an historical record of 
consumption by typical groups of families would add new infor- 
mation. For example, we do not know the response in particular 
income groups to changes in the price of milk. The best we can 
do is to infer what the change is from our income-price relation- 
ship. These indicate that milk consumption probably remains 
about the same on the high income levels following changes in 
price, but that on the low-income levels considerable change takes 
place. 

Some investigators have analyzed the variations in consump- 
tion over a period of time from the recorded sales of dealers. 
The work of Ross for the Chicago and New York markets is the 
classic example of such a study, but recently additional studies 
have been made in other markets, notably for a number in 
Pennsylvania. The results show an astounding variation in 
demand, with changes differing materially between milk and 
cream, wholesale and retail sales, among various sizes of con- 
tainers and grades or types of the product. Pronounced changes 
are readily isolated due to day of the week, holidays, season of 
the year and temperature variations. Changes are generally less 
for milk than for cream and in the retail as compared with the 
wholesale sales. 

There is a seasonal variation in the total milk consumption in 
most of the principal northern markets of somewhat less than 
ten per cent of average monthly sales, while the variation in 
cream sales is twice or more that amount.? The variation of the 
day of the week sales are equal to or exceed the magnitude of 
the seasonal variations. The consumption and working habits 
of the people underlie these regular day of the week variations 
in the sale of the various products. Most business concerns do 
not operate on Sunday and many also stop operations on Satur- 
day afternoons. The Sunday dinner is frequently a more elabor- 
ate meal than that served week days. These factors influence 
wholesale and retail sales differently. Wholesale sales of milk 
and cream are ordinarily low on Sunday, with sales to restau- 
rants and cafeterias also low on Saturday. Sales of cream to 
stores are usually large on Saturday, Friday, and Monday. Route 


2The following thot is taken from a preliminary mimeographed report of Technical Study 
Number 1 of the Dairy Section of the AAA. 
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sales of milk and cream are heavier on Sunday. There is some 
difference in the variation by areas of the city (due to differ- 
ences in income status and the number of persons lunching away 
from home on week days). Certain holidays also influence sales, 
particularly those of cream. In the New York market, for 
example, the sales of extra heavy cream may increase by over 
80 per cent at Thanksgiving and Christmas. Temperature is also 
a factor in the short time variations of milk. As a general rule 
an increase in temperature increases the demand and a decrease 
in temperature decreases the demand. In the New York market, 
temperature changes are greater in winter than in summer, but 
the response to a given temperature change was about three 
times greater in the summer. Sufficient data are not available 
to demonstrate how generally these changes are typical of other 
markets nor how much they are influenced by the business condi- 
tions of the particular time. There is some evidence that business 
conditions exert an influence since many dealers have noticed a 
difference in the response of their consumers during the depres- 
sion to weather conditions and holiday demand. 

There is little published data on the situation of the individual 
dealers. Different dealers have however different proportions of 
wholesale and retail business and serve different groups of cus- 
tomers. The little data we do have indicate a very great differ- 
ence in the fluctuations in the sales of the individual dealers. 
These fluctuations are much larger than those for the market as 
a whole. These short time fluctuations are important since they 
largely determine the operating surplus which it is necessary 
for the market to carry and since the variations of the sales of 
individual dealers mean that this surplus is larger than would 
be expected from the average for the market as a whole. Until 
these data are available we can hardly judge the character of 
the surplus carried by a market or tell how much the type of 
distributor organization is a contributing factor to this surplus. 

There is a very treacherous and difficult field in consumer 
preference which has been largely untouched in our studies but 
which might yield returns of especial interest to market operators. 
For example, we know very little about the demand for services 
by consumers. The existing retail price set-ups customarily place 
the emphasis in competition upon service. The results of offering 
different services to consumers or a different service to the 
market as a whole is unknown. The prompt break down of a 
number of markets where lower prices and less service is offered 
has restricted experiment, but at the same time suggests the 
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importance of the problems. Along somewhat similar lines are 
questions of differential demands for butterfat, demands for 
special qualities of milk such as irradiated milk or whether con- 
sumers would accept milk deliveries at other times. The method 
of paying drivers, or the number and character of the producer- 
distributors may influence consumption. Much further research is 
necessary before we even begin to know the facts in many of these 
problems. 

The general impression which one gets from all these studies 
is that of a very heterogeneous and complex market from the 
viewpoint of consumption and demand. The general statistical 
problem in any such a situation is one of extreme care in the 
selection of the sample to insure representation of the various 
important subsections. Moreover, each important sub-group 
demands separate analysis for many problems. One major prob- 
lem then is that of setting out the particular groups or sections 
which it is essential to isolate for separate analysis. 

The group that demands first consideration is evidently the 
individual market. The market is the focal point for many prob- 
lems. It consolidates the interests of a somewhat isolated group 
of producers and consumers. Retail prices and dealers buying 
prices show some uniformity and certain institutional peculiari- 
ties exist differentiating it from other markets. Many problems 
evidently relate to the market as a whole. It is apparent that an 
accurate and detailed record is needed of the consumption of 
the market. This must be sufficiently inclusive so that we can 
completely record the utilization of milk in the market in all 
its various forms and sufficiently uniform to enable comparisons 
among markets. Data of this sort probably offer our only hope 
in arriving at the solution of many problems, such as, the influ- 
ence of the store-wagon differential on sales, how butterfat differ- 
entials influence market utilization of the surplus milk, the price 
differentials between evaporated and fluid milk which will result 
in significant shifts between the two, the market demand curves 
for milk and cream, and the influence of price relationships of 
the two on comparative amounts of consumption. 

The next important point at which classification probably 
becomes significant is in the sales of individual dealers. These 
sales in some detail will also permit computation of totals by 
classes of product for the market as a whole. There are important 
differences among these dealers with respect to their size of 
operation, their proportions of wholesale and retail business, 
their concentration of customers and their degree of specialization 
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in the milk and cream business. We probably need to examine how 
the various combinations of the demands of the customers of the 
dealers result in differences in the operating surpluses required 
and how and where shifts between outlets take place. This infor- 
mation is also essential in understanding margins. 

Finally, the various groups of consumers may have important 
differences in their consumption which need to be examined. Our 
existing surveys have already set out the significant groups, but 
some additional techniques in the analysis would yield further 
valuable information. A more careful recording of milk drinking 
habits with age, the influence of milk drinking in the schools on 
total consumption, the response in particular income groups to 
changes in price or the influence of changes in business activity 
would be useful. An analysis of the influence of dairy products 
on the cost of the diet at various levels of income would also 
be of some concern. 

What is apparently most needed in the way of research in 
consumption and demand at the present time is a group of care- 
ful case studies of individual markets. There must, however, be 
uniformity in the grouping of the various classifications or 
groups studied to permit comparisons between markets or else 
we will have simply a lot of miscellaneous data and be unable to 
appraise the significance of the institutional set-ups or differ- 
ences between the markets. Only by uniform classification will 
we be able to draw reliable and useful generalization. 


RESEARCH IN COSTS OF DISTRIBUTING MILK? 


LELAND SPENCER 
CorNELL UNIVERSITY 


In the list of research projects concerning the marketing of 
dairy products compiled by Mr. Hudson, those classified under 
the heading of Costs, Profits, and Financial Organization rep- 
resent a very small proportion of the total number. Actually 
-more work has been done in this particular field than appears from 
this classification of projects. Of the 26 fluid milk projects listed 
under the heading of Public Investigations, a majority deal in 
part or wholly with distribution costs. Some of the other pro- 
jects, particularly among those on market structure, include 
something on margins and costs. 

The fact that milk dealers have been reluctant to make their 
financial records available to research workers probably is the 
main reason why so few projects of this kind have been under- 
taken by the agricultural colleges and other agencies regularly 
engaged in market research. Another possible reason why so few 
studies of milk distribution costs have been made by agencies 
ordinarily engaged in research is that such studies are more 
complicated and expensive than some other types of study, and 
require a more intimate knowledge of the business than do other 
kinds of milk marketing studies. Surely the importance of milk 
distribution costs and the need for research in this field is greatly 
understated by the number of projects so far undertaken. 


Objectives 

The plan and procedure for a project on costs or profits of 
milk distribution will vary according to the purpose. Such studies 
usually are undertaken with one or more of the following pur- 
poses: 

1. To ascertain facts concerning costs and profits of milk dis- 
tributors, primarily for information of producers and con- 
sumers. There is great need for more facts which can be used to 
correct mistaken ideas of marketing spreads, costs and profits, 
and thereby remove an important obstacle to progress and 
greater efficiency. 

2. To provide milk control authorities, leaders of cooperative 
associations, and others responsible for making milk prices, with 
facts that will show what spreads or allowances are necessary 


1 Paper was read at the Twenty-sixth ‘ere Meeting of the American Farm Economic 


Association at New York, December 28, 1935 
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to yield a fair return on the dealers’ investment. In the absence 
of public information on costs and profits in distribution, the 
dealers have a bargaining advantage over the other parties, be- 
cause they alone have knowledge of these facts. 

3. To determine the influence of various factors on costs, and 
thereby to indicate how efficiency may be increased. Not infre- 
quently the need for certain changes in facilities or marketing 
methods is generally recognized by dealers, but the changes can- 
not be put into effect until producers or consumers are convinced 
of the necessity for, or the advantages in such changes. Statistical 
evidence based on research may be very effective for this pur- 
pose. For example, studies of the cost of handling fluid milk and 
cream in country plants, which were made in New York State, 
Pennsylvania, and Vermont about 1925 showed that the cost 
per hundredweight of milk varied greatly in the different plants, 


TaBLE 1—RELATION OF VOLUME OF MILK TO CosT PER 100 Powunpns, 
38 Raw Puants* 


Volume of milk per plant 
Less than From 4,000,000 More than 
4,000,000 to 8,000,000 8,000,000 
pounds pounds pounds 
Number of plants 14 12 12 
Average volume: 
Pounds per year 2,784,331 5,471,687 13,629,208 
Cans per day 90 176 439 
Cost per 100 pounds of miik 
(Cents) (Cents) (Cents) 
Land and buildings 6.4 4.3 2.6 
Equipment 4.0 2.8 2.3 
Direct labor 11.9 9.9 8.5 
Supplies 8.1 5.8 3.9 
Miscellaneous 2.6 2.6 2.3 
Total 33.0 25.4 19.6 


* Tucker, C. K., The Cost of Handling Fluid Milk and Cream in Country Plants, Bul. 473, Cornell 
niv. Agr. Exp., Sta., page 14, 1929. 

and depended largely upon the volume of milk handled (table 1). 

The tabular data and charts developed from these studies were 

very useful to extension workers, the Dairymen’s League, and 


others, in convincing farmers of the necessity for closing many 
country plants. 


Procedure 


Limited Scope. Studies of milk distribution costs and profits, 
if they are thorough and conclusive, are apt to involve a great 
deal of time and expense. Therefore care should be taken at the 
outset to confine the study within rather narrow limits. If the 
work is to be done in a large market, it may be advisable to 
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concentrate on a single phase of the problem, such as the cost of 
operating country plants, or the cost of operating delivery 
routes. If it is necessary to undertake a broader type of study, 
as might be the case in smaller markets, the size of the job may 
be kept within reasonable limits by including a smaller area, a 
relatively small number of dealers, and by covering a shorter 
period of time. 

Selection of Business Units. In selecting the dealers whose 
records are to be included in the study, there are several things 
to consider. Usually it is necessary, or at least highly desirable, 
to include the largest dealers. Our experience indicates that the 
large dealers as a rule have much better records and that the 
records of small dealers are, for the most part, very inadequate 
for research purposes. Nevertheless, it is important to include a 
representative group. The following procedure is suggested: 

1. Obtain as complete a list as possible of the dealers or plants 
operating in the area to be studied and the data necessary to 
classify these according to type, volume, and the like. 

2. Ascertain, at least in a tentative way, the range of variation 
in each factor that is thought to have an important effect on 
costs, such as volume of product, kind of building, distance from 
market, proportion of retail and wholesale business, etc. Make a 
frequency distribution of the dealers’ plants or routes in respect 
to the most important factors affecting the cost. This will indi- 
eate the relative number of business units of each kind and class 
to be selected for study. 

3. Eliminate, so far as possible, plants or other business units 
for which satisfactory data probably cannot be obtained because 
of the fact that the properties are rented from others or the 
business has not been in operation for the entire period covered 
by the study. Also it may be advisable to eliminate business units 
whose operations are particularly complicated, or non-typical 
of the group. For example, if there is occasion to select from a 
large number of such plants several pasteurizing plants for a 
study of milk processing costs, it usually would be best to exclude 
plants engaged in the manufacture of ice cream or other sidelines. 
This would be particularly true if these sidelines were not segre- 
gated in the accounts. 

Access to Data. In the preliminary selection of business units 
for study, it may as well be assumed that the information desired 
ean be obtained for any of them. Of course, this is not always pos- 
sible, and the list may have to be revised. Most milk dealers have 
been reluctant to release information concerning their costs, 
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profits, assets, or liabilities. Although there are indications that 
this attitude is changing, the problem of obtaining access to the 
essential records no doubt will remain a serious one for research 
workers in this field. 

Before granting the use of his records for research purposes, 
the milk dealer usually must be convinced of three things: (1) that 
the data obtained from his records will be held in absolute confi- 
dence; (2) that no statements or reports emanating from the 
study will cause serious injury to his own business or that of 
the group he represents; (3) that the study will serve some useful 
purpose, and that he will derive at least some indirect benefit 
therefrom; (4) that he will not be put to an unreasonable amount 
of inconvenience or expense in getting out the data required. 


TABLE 2—DIFFERENCES IN REQUIREMENTS FOR Lapor, Space, EQUIPMENT AND 
PowER PER 1,000 GALLons or M1LK HANDLED aT SMALL VOLUME AND 
LaRGE VOLUME RECEIVING STATIONS IN PENNSYLVANIA* 


Saving at 
Small volume Large volume 
Item large volume 
stationst stationst stations 


Labor, hours : 9.83 0.22 
Floor space, square feet 1120 624 
Equipment value . $14.87 $12.41 

18 107 75 


Power, horse power hours 


my Papetet from Bulletin 219, Pennsylvania State College Agr. Exp. Sta., 1928, by R. W. Bartlett and 
. E. Gregg. 

t Average volume 1302 gallons daily. 

t Average volume 3088 gallons daily. 


Physical Units of Product and Cost. Prices and the purchasing 
power of the dollar vary so much that results of cost studies 
expressed in dollars and cents are likely to be useful only for a 
short time. Consequently there is much advantage in showing 
the physical units of products, supplies, labor, and the like, in 
addition to the money costs. In the reports of such studies, 
emphasis should be given to such ratios as hours of labor per 
100 pounds of milk, pounds of coal per hundredweight of milk, 
and square feet of floor space for the different operations (table 
2). Likewise in the study of delivery costs, it is more important 
to show the quarts or load units, also the miles and hours per 
route, than it is to show the monetary costs. Unfortunately, 
accountants ordinarily do not take much interest in physical 
quantities of products, supplies, and labor, and the available 
records are likely, therefore, to be weak in this respect. Usually 
it is necessary to go back to original vouchers, time sheets, and 
the like, for much of these data. 

Verification of Records. One of the problems that requires 
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special attention in studies of costs and profits is that of verify- 
ing the records or quotations from which the data are drawn. 
Inaccuracies in the accounting records of milk dealers may be of 
two kinds. First, there are the accidental errors, which usually 
are caught and corrected when checking totals and sub-totals. 
Occasionally erroneous entries are made to cover up fraud by 
some employee. There are instances, too, where fraudulent rec- 
ords are kept to cut down the tax bill, to defraud creditors, cover 
up evasion of the Milk Control Law, or for other reasons. How- 
ever, such errors ordinarily do not involve much trouble for the 
research worker, for the simple reason that dealers whose 
accounts are kept in this fashion seldom cooperate in research. 

An effective way of catching and eliminating large errors of 
all kinds is to calculate unit costs for each important item. 
Serious discrepancies usually show up as improbable variations 
from the norm. This point may be illustrated by a recent experi- 
ence that we had in calculating the loads on milk routes in New 
York City. Milk dealers had been asked to report the quantities 
of each item sold on the individual routes for a particular date. 
These items were converted by a point system so as to obtain the 
total load units for each route. Inspection of these figures, pre- 
paratory to tabulation, disclosed the fact that the routes of one 
company showed several times as many load units as the routes 
of other companies. It was apparent that this company had 
reported the sales for a weekly period, rather than for a single 
day, and the figures were adjusted accordingly. 

Affiliated Corporations. Sometimes more than one corporation 
is involved in a single business. For example, the manufacture 
and sale of surplus products or by-products is handled by a sepa- 
rate subsidiary or affiliated corporation. Also, it is not uncommon 
to find that the real estate used in the business may be owned 
by a separate real estate corporation. In one moderate sized 
business in New York City, it was found that the purchase of 
milk and operation of country plants was handled by one corpora- 
tion; the operation of the pasteurizing plant in the city by a 
second corporation; the distribution, sales, and collections by a 
third corporation; and all the real estate was owned and leased 
to the operating branches by a fourth corporation. If possible, 
it is best to consolidate the items of income, costs, assets, and 
liabilities for all corporations directly concerned in the enterprise 
that is being studied. Should this not be possible, transactions 
between the related corporations should be carefully examined 
to insure that the prices or rates are reasonable, and that advan- 
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tage is not being given to one of the corporations at the expense 
of others. 

Debatable Items. Contrary to the popular impression, cost find- 
ing is not an exact science. Several important items of cost are 
influenced by human judgment. This is true in the valuation of 
property. Properties recently constructed or purchased ordinar- 
ily are shown in the records at cost, and from year to year 
depreciation on buildings and equipment is written off. But how 
about a property which was acquired years ago and may now 
appear on the books at a depreciated value that is perhaps either 
half or double what a similar property would cost at the present 
time? The Supreme Court of the United States has ruled that, 
in fixing rates designed to allow a fair return on the investment 
in a public utility enterprise, both the original cost and the cost 
of replacement or reproduction must be taken into consideration. 
No indication was given, however, as to the proportions in which 
these two bases of valuation should be combined. 

Valuations affect costs through depreciation and interest. 
Profit expressed as a rate of return on capital also is greatly 
affected by the valuation of property. Fortunately, depreciation 
and interest constitute only a small part of the total cost of 
distributing milk. In the study by Tucker, concerning the cost of 
handling fluid milk and cream in country plants, it was found that 
depreciation on buildings was 31% per cent of the total cost, and 
interest on both land and buildings at 6 per cent per annum was 
3 per cent of the total cost. In a recent study of the costs of dis- 
tributing milk in New York City, it was found that the deprecia- 
tion on buildings and equipment of all kinds was less than 8 per 
cent of the total cost, and the depreciation on buildings alone, 
less than 1 per cent of the total (table 3). Obviously, a very con- 
siderable change could be made in the valuation of buildings, 
and also in the valuation of land, with only a slight effect on the 
cost of handling a quart of milk. 

In comparing the costs or efficiency of various business units 
of a similar kind, it is desirable that they be placed on a com- 
parable basis as to property valuation and depreciation. A suit- 
able method of doing this is explained in the report of the study 
by Tucker, to which reference has just been made. 

_ Another item of cost that is determined arbitrarily, and which 
ils entirely subject to human judgment, is officers’ salaries 
Opinions differ widely as to what constitutes a fair remuneration 
for the officers of milk companies, as well as other businesses. 
Recent disclosures by Congressional committees and by the 
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Securities and Exchange Commission have suggested that, in 
some cases at least, the compensation of large corporation heads 
has been determined by considerations other than competitive 
rates or the supply and demand of executive talents. However, 
it is not only in the large corporations, but perhaps even to a 
greater extent, proportionately, in small businesses that the com- 
pensation of officers is likely to be inflated. The fact that tax 
rates are lower on personal income of moderate amounts than 
on corporation incomes encourages the owners of small corpora- 
tions to draw rather large salaries at the expense of profits. 


TABLE 3—VALUATION AND DEPRECIATION ON FIxED Assets, 19 NEw 
York City DEALERS* 


Valuation Depreciation 

Per cent Amount Average rate Amount 

of total per quart per year per quart 
Land, 11.7 $.0060 
Buildings 43.4 .0223 1.9 $.0004 
Plant equipment 22.8 -0117 5.4 -0006 
Delivery equipment and other rolling stock 16.0 -0082 9.1 .0007 
Bottles 1.0 .0005 182.7 .0009 
Cans 1.5 -0008 28.8 .0002 
Cases 2.2 -0011 24.7 -0003 
Other 1.4 .0007 3.2 -0001 

Total 100.0 $.0513 6.3 $.0032 

Rented property 7.25 $.0026 


* Spencer, Leland, Costs and Profits of Milk Dealers in New York City, August, 1933, Report to New 
York State Division of Milk Control. 

Annual basis. 

Norte: Total cost per quart for these dealers was $.04207. 


Here again, however, the difficulties are less than at first 
appear, for officers’ compensation, even as stated in the accounts, 
usually constitutes a small proportion of the total cost of dis- 
tributing milk. In the recent study of milk dealers’ costs and 
profits in New York City, compensation of all company officers 
was less than one per cent of the total cost. In the upstate cities, 
officers’ compensation was a much larger proportion of the total 
cost, about 6 per cent, but even there it amounted to only one- 
tenth of a cent per quart of milk. 

Most holding companies make certain service charges against 
their subsidiaries. These services vary considerably, but may 
include legal, accounting, financial, and laboratory service, and 
executive supervision. In most research undertakings, it is not 
feasible to determine whether the charges made are reasonable, 
in view of the service rendered, but generally this item is a very 
small part of the total cost. The study of costs and profits of 
New York City milk dealers, to which reference has been made, 
included important subsidiaries of both National Dairy and the 
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Borden Company. If the entire holding company service charges 
which appeared in the accounts were eliminated, it would have 
reduced the distribution cost per quart of milk by one cent on 
each 30 quarts. 

Probably there can be no general agreement as to how each of 
these debatable items should be treated. However, research work 
in which such questions are involved will be of most value when 


4—Amounts or ADJUSTMENTS WHICH MicuTt BE MapE To Costs, Prorits, 
AND Net Worts or Mitk DEALERS IN New York City 1F THE Most 
RADICAL VIEWPOINT WERE ADOPTED* 


(Note: These adjustments are not recommended. They are merely presented for 


the information of persons who wish to know what effect such adjustments would 
have on costs and profits.) 


Per Quart 
Total of Milk 
Operating Costs, as $4,946 ,628 $.04207 
Net Profit, as Repor 7,807 .00007 
Adjustments in Costs: 
Excess of Officers’ Salaries $16 ,278 $.00014 
Maintenance of Idle Property 15,327 -00013 
Loss on Capital Assets Sold 16 ,400 .00014 
Life Insurance Premiums 6,173 .00005 
Depreciation on Appreciated Value of Fixed Assets 25,728 .00022 
Holding Company Charges 43,777 .00037 
Total $123 ,683 $.00105 
Adjusted Operating Cost $4,822 ,945 $.04102 
Adjusted Net Profit 131,490 -00112 
Dealers’ Net Worth, as Reported $76 ,887 ,090 $.65396 
Adjustments in Net Worth: 
Goodwill 15 ,003 ,681 .12761 
Idle Property 3,074,952 .02615 
Appraisal Appreciation 11,747 ,338 .09992 
Total $29,825,971 $.25368 
Adjusted Net Worth $47 ,061,119 $.40028 
Annual Rate of Return on Net Worth 
As Reported 0.12% 
Adjusted 3.35% 


* Supplement to Report on Costs and Profits of Milk Dealers in New York City, August 1933. Division 
of Milk Control, New York State Department of Agriculture and Markets. 


the investigator adopts some reasonable basis of procedure, and 
in his report also shows the detailed information whereby others 
may reach their conclusions by different but perhaps equally 
useful methods. An instance in which this suggestion was car- 
ried out in part is shown in table 4. 

Allocations. Nearly all milk companies handle a variety of 
products and distribute these products in various packages and 
through various channels of trade. Often there is a need or a 
desire to know the cost of handling a particular product or the 
cost of performing a particular type of service. For example, in 
1926 the United States Tariff Commission undertook an investi- 
gation to ascertain the cost of producing, handling, and shipping 
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milk and cream from Canadian plants to markets in the United 
States. Most of the Canadian plants handling cream for export 
to the United States also produced other products such as skim 
milk powder, casein, condensed skim milk, or butter. In this case it 
was necessary to divide or allocate the operating expenses of the 
plants between fluid milk, fluid cream, and other products. Taking 
another example, there is need to inform the public as to what 
becomes of the price paid for a quart of milk (table 5). In order 


TasBLe 5—Make-UP or Rerait Prices, Grape B MILK, 
New York City, Juty, 1935 


Store Trade 


Advertised 
Brands 


Cents Per Quart 
Retail Price 12.00 
Class 1 Price 
Gross Spread 
Store Spread 
Milk Dealers’ Spread 
Milk Dealers’ Costs: 
Freight 
Country Receiving Station 
City Pasteurizing Plant 
Containers 
Selling, Delivery, Collections 
General and Administrative 


Total Cost 
Net Profit 


lgse 


Ssssa S 


o 


Nore: The spread and profits shown in this table have been computed on the basis of the minimum prices 
established by the New York Division of Milk Control. It is generally assumed that the majority of dealers 
are paying from one-fourth cent to one cent less per quart for Class 1 milk. If so, the dealers’ spread and 
profits are somewhat greater. It also is generally assumed that the majority of retail stores in New York City 
pay less than the established wholesale prices. This would tend to reduce the milk dealers’ spread and 
profit on the milk sold through stores. 


to determine these facts, it is necessary to allocate the cost of 
operating plants, also the cost of delivery and administrative ex- 
penses to the various products handled by milk dealers, also to 
allocate these costs as between wholesale and retail deliveries. 

There has not come to the writer’s attention any simple or 
rule-of-thumb method of cost allocations, which appears to give 
satisfactory results. Different methods are appropriate for the 
several kinds or classes of costs. In fact, many accountants and 
economists have been so much impressed by the complications, 
and evident probability of error in determining the cost of par- 
ticular products or services, that they have concluded the job is 
either impossible or not worth while. Of course, milk dealers and 
other business people do, and must, make some approximations 
of product and service costs. In the writer’s opinion, painstaking 
and intelligent research workers, by consulting closely with per- 
sons experienced in the business, can improve considerably upon 
these approximations. Since there are many possible ways of 
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allocating costs, and since the results depend so much upon the 
method, it is very important, in presenting these results, to ex- 
plain fully how the determinations were made. 

Time does not permit a detailed discussion of the methods of 
allocating the various classes or items of costs. Methods and re- 
sults of determining costs of the various operations and products 
at country milk plants are explained and illustrated in Dr. 
Tucker’s report on the cost of handling fluid milk and cream in 
country plants.’ 

Recently we have had an interesting experience in attempting 
to determine a suitable common denominator for measuring loads 
on milk delivery routes in New York City. These routes handled 
a diversified list of products, including three grades of milk, 
three grades of cream, milk and cream in bottles of three different 
sizes, also milk and cream in 40-quart cans, and by-products or 
specialties such as acidophilus milk, buttermilk, chocolate milk, 
cottage cheese, butter, and eggs. Most of the so-called retail 
routes made some deliveries to stores, restaurants, and other 
wholesale customers, the volume of such business ranging from 
less than 10 per cent to more than 50 per cent of the total sales 
on the various routes. 

The first step in determining the relative efficiency of the vari- 
ous routes was to ascertain the volume of business handled on 
each route. It was found that each of the larger companies was 
using a different system of points or ratios, the only thing in 
common being that the retail quart of milk was taken as the 
standard unit. The smaller companies apparently had made no 
effort to determine the physical volume of business done on their 
routes. 

Evidently there was not, among the trade, any common agree- 
ment as to the relative cost of handling the various products or 
packages on the route, or the relative cost of wholesale and retail 
delivery. 

A thoroughgoing study of this problem would hein the use 
of a stop watch to determine the comparative time requirements 
for different types of delivery; a checking of the weights of the 
different packages; also the time and expense for collections; 
credit losses; container losses; and the like. In this instance, 
there was not sufficient opportunity for accurate determination 
of all these factors. However, two or three brief items concerning 
our method of approach may be of interest. 
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First of all, we had the estimates of a number of the smaller 
distributors as to the relative cost of handling different items 
on the routes taking the retail quart of milk as 100. The individual 
estimates differed considerably, but in general indicated that the 
cost of delivering a quart of milk to a wholesale customer was 
about one-half the cost of delivery to a retail customer. 

The second consideration to which we gave attention is the 
rather general agreement among milk dealers that the cost for 
either retail or wholesale delivery should be prorated in accord- 
ance with the number of packages handled on the route. In other 
words, it is generally considered that the cost of delivering a 
half-pint of cream or a pint of milk is approximately the same 
as the cost of delivering a quart of milk. Of course, this does not 
hold for such bulky packages as the 40-quart can, which was tenta- 
tively rated as the equivalent of 10 quart bottles. Information 
concerning deliveries in part cans was not available. Otherwise 
we should have given part cans the same rating as full cans. 
However, since more bulk cream is delivered in part cans than 
is true of bulk milk, we gave bulk cream a rating of one-third 


point per quart, as compared with one-fourth point per quart for | 


bulk milk. 

Having decided upon this tentative procedure, we undertook 
to check it in various ways for accuracy. First, we compared the 
total cost per point for delivery and incidental operations at 
eleven retail distribution branches and seven wholesale distribu- 
tion branches in New York City. The average cost at the retail 


branches was 4.87 cents a point, while the average cost at the | 


wholesale branches was 6.20 cents per point (table 6). 


The difference appeared to indicate that, in computing loads, | 


we had given too little weight to the wholesale business as com- 


pared with retail. However, there was a possibility that the | 


wholesale branches and routes which had been selected for study 
were relatively less efficient as compared with the average of all 
such branches and routes than were the retail branches and 
routes we had included. Therefore we did not immediately dis- 
card our tentative method of computing loads, but attempted 
other checks for accuracy. 

On 69 routes, some retail and some wholesale, we had an ob- 
server’s report of the time required to serve each customer, as 


well as the products delivered. On the basis of our tentative point | 


system, it was found that the route men delivered 1.25 points per 
minute to retail customers, and 1.51 points per minute to whole- 
sale customers. This would indicate that we had perhaps given a 
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TaBLE 6—DELIvery, SELLING, AND COLLECTION Costs aT REPRESENTATIVE MILK 
DISTRIBUTION BRANCHES IN THE NEw YorK METROPOLITAN AREA, 
1933** 


Item 11 Retail Branches 7 Wholesale Branches 
Number of Routes: 
Retail or Mixed 772 _- 
Wholesale 36 111 
Total 808 111 
Sales Points per Route Daily :* 
Retail 241 
Wholesale 88 435 
Total 329 435 
Amount Per Cent Amount Per Cent 
per Route of Total per Route of Total 
Daily Costs of Operation: 
Personal Services: 
Supervision 0.29 1.8 1.01 3.8 
Plant Labor 1.10 6.9 2.85 10.6 
Office Labor 0.34 S.8 0.20 0.8 
Drivers’ Salaries 5.39 33.7 6.13 22.7 
Drivers’ Commissions 1.05 6.5 0.60 2.2 
Route Riders and Helpers 1.04 6.5 0.30 | 
Salesmen 0.43 2.7 0.60 2.2 
Credit and Collections 0.16 1.0 0.22 0.8 
Stable 0.29 1.8 _ _ 
Garage 0. 5.0 0.55 2.0 
Total 10.89 68.0 12.46 46.2 
Property Expense: 
Depreciation 0.54 3.4 2.74 10.1 
Repairs 0.54 3.4 1.32 4.9 
Taxes 0.33 2.0 0.08 0.3 
Rent 0.14 0.9 0.72 3.7 
Total 1.55 9.7 4.86 18.0 
Other Branch Expenses: 
Fuel and Power 0.04 0.3 0.19 0.7 
Ice and Refrigeration 0.55 3.4 1.78 6.6 
Feed, Bedding, Vet. and Horse Shoeing 0.54 3.4 —_ — 
Gas, Oil and Auto Licenses 0.30 1.9 1.53 5.7 
Insurance 0.29 1.8 1.07 4.0 
Miscellaneous 0.23 1.4 1.15 4.2 
Total 1.95 12.2 5.72 21.2 
General expense: 
Advertising 0.49 3.1 0.54 2.0 
Bad Debts 0.23 1.4 2.30 8.6 
Miscellaneous 0.90 5.6 1.08 4.0 
Total 1.62 10.1 3.92 14.6 
Grand Total 16.01 100.0 26.96 100.0 
Cost per Sales Point* 4.87¢ 6.20¢ 
Range of Cost per Sales Point 3.36¢-5.99¢ 3.99-7 .30¢ 


* For retail sales each quart, pint or other package =one point. For wholesale sales each quart, or smaller 
package =4 point; quarts of bulk milk =} point; quarts of bulk cream =} point. 
** Unpublished data, New York Division of Milk Control. 


little too much weight to the wholesale business, as compared 
with retail. 

It then occurred to us that the cost of operating a retail type 
of route must be approximately the same regardless of the size 
of load, the kind of products handled, or the proportion of whole- 
sale and retail business. This was confirmed by persons familiar 
with route operation. From this it would seem that a satisfactory 
point system should result in substantially uniform loads on 
routes with differing proportions of wholesale business. When 


287 retail and mixed routes were sorted according to the per- 
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centage of wholesale business, it was found that the total points 
per route remained approximately constant until the percentage 
of wholesale business went above 60 per cent of the total (table 7). 
The increase in total load points on routes having more than 60 
per cent of wholesale business is explained by the fact that some 
of these routes had larger vehicles and that a few had helpers 
in addition to the regular route men. These results indicate that 
the ratios which we had assumed between retail and wholesale 
delivery costs were approximately correct. 
TABLE 7—RELATION OF PERCENTAGE OF WHOLESALE DELIVERIES TO 


AVERAGE LOAD PER ROUTE 
287 Routes at 2 Retail Branches in New York City, October, 1933 


Computed on basis of Wholesale quart | Computed on basis of Wholesale quart 
Por cont of =4 point, Bulk milk =} point, Bulk | =.65 point, Bulk milk =.3 point, Bulk 
load wholesale cream =} point cream =.4 point 
No. routes Average load No. routes Average load 

Less than 10 105 320 92 324 
11-19 75 316 61 319 
20-29 41 324 339 
30-39 24 321 32 361 
40-49 14 3 16 330 
50-59 9 317 14 345 
60-69 8 377 6 411 
70-79 5 478 
90-100 11 689 11 835 


So far we have found no suitable method for checking the ac- 
curacy of our assumption that delivery costs are approximately 
the same for each package, regardless of size or content. How- 
ever, this is much less important than to obtain the proper rela- 
tionship between retail and wholesale volume. On most of the 
routes, both retail and wholesale, milk constituted more than 85 
per cent of the total load, and products other than fresh milk and 
cream seldom amounted to more than five per cent. On the retail 
routes, a very large proportion of the milk was distributed in 
quart bottles. 

Conclusions 


It is well to emphasize that research on the subject of milk 
distribution costs still is in the early stages of development. Rela- 
tively little has been done, and much of that we already recognize 
as rather crude and inept. At later meetings, even harsher judg- 
ment may be passed on our previous work in this field. That will 
be a sign of progress. 

The principal lessons to be drawn from the limited experience 
so far gained in the study of milk distribution costs appear to be 
the following: 

1. Particular attention should be given to limiting the scope 
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of each project, so that the work can be thoroughly done and yet 
completed within a reasonable length of time. 

2. Considerable time can be spent to advantage in selecting the 
business units to be studied, with the object of obtaining a group 
which is as representative as possible of variations in operating 
conditions, and also with the object of eliminating units for which 
the records are inadequate or unduly complicated. 

3. Confidence in the investigator’s integrity and care in treat- 
ing confidential records is the first consideration on the part of 
most milk dealers in deciding whether or not to lend their co- 
operation in studies of distribution costs. Very often this con- 
fidence must be cultivated by a preliminary work which involves 
the use of records that are not so closely guarded. 

4, Special attention should be given to physical units of prod- 
ucts and costs. This is particularly true in times of rapidly chang- 
ing prices. 

5. Income, costs, assets, and liabilities of all corporations di- 
rectly involved in each enterprise should, if possible, be included 
and consolidated. Otherwise transactions between the related 
corporations should be carefully scrutinized. 

6. Important items of investment and cost are affected by hu- 
man judgment. Since the amounts assigned to these items are 
subject to debate and controversy, care should be taken to show 
their relative importance, and so far as possible, to give the de- 
tailed data which would be necessary for reaching conclusions by 
different methods. 

7. When the purpose is to compare costs or efficiency of several 
business units, they should first be placed upon a reasonably 
uniform basis, particularly as to valuation and depreciation of 
land, buildings, and equipment. 

8. Allocations of costs to various products, operations, and 
types of service are difficult, and usually subject to considerable 
error. However, by intelligent attention to detail, and close con- 
sultation with persons experienced in the business, results suf- 
ficiently accurate to be useful for a given purpose may be ob- 
tained. It is most important, however, to explain fully how the 
allocations have been made, and it may on occasion be desirable 
to show the results by more than one method. 


TRANSPORTATION OF MILK IN THE 
ST. LOUIS MILKSHED* 


R. W. 


UNIveErs!ItTy or ILLINOIS 


A large part of the milk sold in the St. Louis market is pro- 
duced on the Illinois side of the Mississippi River. The upheavals 
in this market during the past few years have focused the atten- 
tion of producers, consumers, distributors, government officials, 
and students of dairy marketing on the conditions existing in this 
great market. 

Because of the importance of this market to Illinois milk pro- 
ducers, the University of Illinois was asked to make a study of 
its problems. One phase of the study has to do with the trans- 
portation system, including a survey of the methods now in use 
for transporting milk from farms to country and city plants in 
this milkshed and an analysis that will suggest what can be done 
to bring about a more efficient transportation system. 

This paper is a brief summary of this phase of the study. 


Scope of Information Obtained 


Information for making this study was obtained from the office 
of the St. Louis Milk Market Administrator; through field con- 
tacts with truckers hauling milk in the St. Louis milkshed; and 
through specific information obtained through the courtesy of the 
milk producers’ association in Dayton, Ohio. The principal items 
on which information was obtained were the following: 

1. Volume of milk produced by each of more than 12,000 pro- 
ducers each month from June, 1933, to May, 1934, inclusive. 

2. Hauling rate per 100 pounds of milk paid by each producer. 

3. Name of each hauler and names of producers for whom he 
hauled milk. Records were obtained for a total of 491 routes. 

4. Location of each producer on a map showing the route on 
which his milk was hauled. 

5. Type and capacity of each truck. 

6. Time of arrival of each hauler at the milk plant and time 
when he left the plant. 

The work of mapping the locations of producers and hauling 
routes was done in July and August, 1934, by four field men. 
Records of volumes and lists of producers were obtained from the 
office of the Milk Market Administrator preceding the field in- 


1Paper presented at the Twenty-sixth Annual Meeting of the American Farm Economic 
Association at New York, December 28, 1935. 
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vestigation. After the field investigation had been completed, a 
map measure was used to record the mileage of the different 
types of road in the 383 routes on which complete computations 
were made. 


Recent Changes in Methods of Transporting Milk 


Broad changes in the milk transportation system in the St. 
Louis milkshed, as in other milksheds of the country, have taken 
place in the past fifteen years as a result of the great increase in 
trunk-line highways in the area. Most of the milk received in 
St. Louis in 1920 was shipped by rail, whereas in 1935 practically 
all of it was transported by trucks. The fact that trucking costs 
over improved highways were lower than costs of rail shipments 
was the principal reason for the change from rail to truck trans- 
portation. 

The extent to which the highway situation has changed in this 
area is further indicated in Table 1. Whereas in 1915 only one 
mile out of twenty in this milkshed was improved—that is, 
passable with full loads throughout the year—in 1935 one mile 
out of every three consisted of improved highways. 


TABLE 1—MILEAGE OF IMPROVED AND UNIMPROVED ROADS IN THE 30 PRINCIPAL 
CouNTIES IN THE St. Louis MILKsHED, 1915-1935! 


Miles of road Per cent improved 
Year road of total 
Improved Unimproved Total mileage 
1915 1,436.5 26 ,515.7 27 ,952.2 §.1 
1920 2,212.5 25,739.7 27 ,952.2 7.9 
1925 3,555.8 24 ,396.4 27 ,952.2 12.7 
1930 5,785.2 22 ,167.0 27 , 952.2 20.7 
1935 8,995.1 18 ,957.1 27 , 952.2 32.1 


1 Data included in Tables 1-6 are subject to minor revisions. 


Present Methods of Hauling Milk 


About half the milk produced for the St. Louis milk market is 
hauled from farms to country plants, where it is cooled and 
hauled in tank trucks to St. Louis. The other half is hauled from 
farms directly to city plants, and is termed ‘‘direct-shipped’’ 
milk in contrast to ‘‘country-plant’’ milk. In 1933-34 about four- 
fifths of the country-plant milk was hauled on a commercial basis, 
while 98 per cent of direct-shipped milk was hauled on this basis. 
The majority of the commercial routes in the country-plant areas 
are operated by farmers, while full-time truckers haul most of 
the direct-shipped milk. Milk not hauled on commercial routes 
is hauled by individuals. 

For convenience of analysis, trucking routes from farms to 
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city plants have been divided into ‘‘main-line’’ routes and 
‘‘short-line’’ routes. Main-line routes are those which haul milk 
long distances over trunk-line highways, while the short-line 
routes are those which haul milk short distances to small dairies 
just outside of St. Louis. Out of a total of 491 trucking routes 
included in this study, 329 hauled milk from farms to country 
plants, 116 were main-line routes hauling milk from farms to 
city plants, and 46 were short-line routes hauling milk from farms 
to small dairies just outside St. Louis. 

Usually a considerable proportion of the milk hauled by the 
larger trucks on main-line routes is picked up by ‘‘stub”’’ haulers 
or hauled by individuals to a pick-up point. Stub haulers, who 
usually are farmers located on their routes, operate on a com- 
mercial basis. Where there are stub haulers, the hauling rate as 
recorded usually includes both that paid to them and that paid 
to the main-line hauler. Hence, in this analysis no attempt was 
made to separate the cost of stub haulers from the total hauling 
cost. 


Equipment Used for Hauling Milk 


The equipment used for hauling milk on the 491 routes operat- 
ing in the St. Louis milkshed was as follows: 419 trucks whose 
capacity was recorded, 16 wagons, 10 automobiles, 2 auto trailers, 
and 44 trucks whose capacity was not obtained (Table 2). 

About three-fifths of the trucks (242) with recorded capacity 
were one and one-half ton trucks. In the other principal groups 
were 53 one-ton trucks, 30 one-half ton trucks, 30 three-ton trucks, 


TABLE 2—EQuiIPpMENT USED IN TRANSPORTING MILK FROM FarMs TO COUNTRY 
AND City Puants, St. Louris Arga, 1933-34 


Main-line Short-line 
Trucks Country-plant All vehicles 
(capacity) routes Total number 
-ton 1 1 
-ton 24 _ 6 30 
-ton 3 3 
1-ton 38 3 12 53 
14-ton 197 27 18 242 
2-ton 13 14 2 29 
3-ton 2 27 1 30 
34-ton 1 1 
4-ton 1 3 — 4 
5-ton _ 25 — 25 
7-ton 1 1 
Sub-total 280 100 39 419 
Other vehicles 
Autos 6 _ 4 10 
Auto trailers 2 — — 2 
Wagons 16 16 
Vehicles of unknwon 
capacity 25 16 3 44 
Total 329 116 46 491 
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29 two-ton trucks, and 25 five-ton trucks. With two exceptions the 


three- and five-ton trucks were used in main-line routes hauling 
milk to St. Louis. 


Types of Roads in Hauling Routes 


Since milk must be hauled daily, thereby permitting no choice 
of seasons for marketing, the kind of road over which it is hauled 
has an important bearing on the transportation problems. 

Complete computations of the mileage and types of roads were 
made for each of the 382 milk roultes. For 244 routes from farms 
to country plants the average distance was 20.3 miles (Table 3). 
About two-thirds of this distance was earth road; one-fifth was 
concrete pavement; and the remainder, about a mile, was gravel 
and macadam. The miles of different types of roads in the 138 
direct farm-to-city routes are also shown in Table 3. 


TaBLE 3— MILEAGE OF DIFFERENT TyPEs OF Roap on Routes or CountTRY-PLANT 
SHIPMENTS AND Direct Farm-to-City Suipments, St. Louis 
MILKSHED, 1933-34 


Country-plant ship- Farm-to-city shipments 
ments, average of Average of 99 Average of 39 
Type of road 244 routes main-line routes short-line routes 
Total Per cent Total Per cent Total Per cent 
miles of total miles of total miles of total 
Pavement 5.8 28.6 57.5 57.4 8.1 44.7 
Gravel and macadam 9 4.4 19.2 19.2 2.8 15.5 
Earth 13.6 67.0 23.4 23.4 7.3 39.8 
Total 20.3 100.0 100.1 100.0 18.1 100.0 


Hauling Costs to Farmers and to Distributors 


Of a total cost of about 1.2 million dollars (Table 4), incurred 
in hauling milk in the St. Louis milkshed in 1933-34, about four- 
fifths, or $967,000 was borne by farmers. The remaining one-fifth, 
or $225,700, was the estimated cost to distributors for hauling 
milk from country plants to city plants. 

On 244 routes from farms to country plants the average rate 
for hauling milk was 17.7 cents per 100 pounds; on 99 main-line 
direct-shipping routes, it was 29.3 cents; and on 39 short-line 
direct routes, 19.7 cents per 100 pounds. 

In computing hauling costs on routes for which certain data 
Were missing, the hauling rate was assumed to be the same as 
for similar routes on which information was complete. An esti- 
mate of 15 cents per 100 pounds was allowed for costs of in- 
dividuals hauling to country plants and to main-line routes. 

Hauling costs to distributors were based upon transportation 
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rates by classes, as established in the 31-40 mile zone,’ which 
is the mid-zone in the St. Louis milkshed. 

Under normal conditions hauling rates to farmers vary but 
little from year to year. In 1934-35 the rates in the St. Louis 


TABLE 4—TRANSPORTATION Costs OF FARMERS AND DISTRIBUTORS IN THE 
St. Louris MILKsHED, Jung, 1933 To May, 1934 


Rate per 
Volume 100 pounds Costs 
lbs. cents 
Cost to farmers 
A. From farms to country plants 
244 routes 117 ,648 ,957 17.7 $208 ,000 
85 routes! 49 ,900 ,871 17.72 88 ,300 
Individuals 44,136,625 15.0? 66 ,200 
Sub-total A 211,686 ,353 $362 ,500 
B. From farms to city plants 
99 main-line routes 157 ,583 ,172 29.3 $462 , 200 
17 main-line routes! 20,330,319 32.4 66 ,000 
2 Individuals hauling to main-line routes (14,387 ,036)* 15.02 21,600 
#4 Individuals hauling to city plants 19.72 9,000 
39 short-line routes 16,452,770 19.7 32,400 
7 short-line routes! ‘ ,909 19.72 13 ,300 
Sub-total B 205 ,676 ,428 $604 , 500 
Total transportation costs of farmers $967 ,000 
Cost to distributors 
From country plants to city plants 
Class II milk 20,417 ,954 20.0 40 ,800 
Class III milk 111,737 ,080 5.0 55,900 
Total transportation costs of distributors $255,700 
Total transportation costs—farmers and distri- 
butors $1,222,700 


1 Includes routes for which certain data were missing. 

2 Estimated. 

3 This volume is included in that for the main-line routes. 

4 Based upon transportation rates by classes, prevailing in the 31-40 mile zone, as shown in IIl. Agr. 
Exp. Sta. Bul. 412, p. 152, table 16. 
milkshed were only one-eighth of 1 per cent less than in 1933-34. 
Because of this slow rate of change the period during which a 
cross-section study of transportation in a milk market remains 


useful is materially extended. 


Opportunity for Savings and Greater Economic Stability 
in Transportation System 


That material savings in hauling costs and greater economic 
stability in the transportation system can be effected by certain 
changes in the system is indicated by preliminary analysis of the 
data obtained in this study. 

These changes are: (1) reducing the distance that milk is 
hauled by eliminating duplication and overlapping of routes; 
(2) increasing the volume per load with present seasonal pro- 
duction; (3) increasing the volume per load by reducing the 


2Tll. Agr. Exp. Sta. Bul, 412, p. 152, Table 16. 
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range in seasonal production; and (4) keeping in the country 
direct-shipped milk now used in manufactured products. 

Reducing Mileage and Increasing the Volume Per Load. The 
greatest opportunity for effecting savings and bringing about 
economic stability in transportation of milk in the St. Louis 
milkshed lies in reducing the mileage that milk is hauled and in 
increasing the volume per load. A practical question which arises 
is how and by whom this can be accomplished. 

One answer to this question is found in the operations of the 
producers’ association in Dayton, Ohio. This association com- 
menced a rerouting program in the spring of 1930 and completed 
it in the early part of 1931. The results of this program were 
summed up by the general manager, Mr. C. W. Lawrence, as 
follows in a paper, ‘‘ The Cooperative Control of Hauling’’ :* 

‘‘After the northern section had been re-routed in the fall of 
1930, the southwest and east sections of our milkshed were re- 
routed, making the re-routing program complete. The total of 
17 trucks (out of a total of about 47) were eliminated, and the 
hauling rate was reduced on an average of almost ten cents per 
hundred pounds, which meant a saving of over $50,000 to the 


farmers the very first year that this re-routing was accom- 
plished.’’ 


TaBLE 5—SumMaARyY OF Factors RELATING TO TRANSPORTATION OF MILK FROM 
506 Farms To City PLants, Dayton, Onto, 1930-1931! 


Before trucking After trucking 
routes were routes were Net change 
revised, 1930 revised, 1931 
Number of routes 14 9 —36% 
Round trip mileage of all routes 847 miles 526 miles —38% 
Average daily volume per truck 1,835 pounds 2,855 pounds +56 % 
Average rate per 100 pounds of milk 40 cents? 30 cents —25% 
Average daily income per trucker $6.81 $7.74 +14% 


1Data and maps from which this table was compiled were obtained through the courtesy of C. W. 


Lawrence, General Manager of Miami Valley Cooperative Milk Prod 
*In a talk given by Mr. Lawrence (Footnote 1) on ‘‘Coo 
meeting of the National Cooperative Milk Producers’ F\ 
about 10 cents per hundr 
computations it was assum 
for the market as a whole. 


ucers’ Association of Dayton, Ohio. 

rative Control of Hauling,” at the 1935 annual 
eration, it was stated that an average saving of 
ounds of milk was made on all milk hauled to the Dayton market. In these 
that the savings made on the specific routes included were the same as those 


Since the producers’ association in the Dayton market accom- 
plished one of the things desired in the St. Louis market—a 
lowering of the hauling rate—careful analysis was made of a 
selected area in the Dayton milkshed to ascertain how this was 
done, the producers’ association cooperating in the study. The 


rerouting program in this selected area was found to have re- 
sulted in— 


tion ‘tan given at the annual meeting of the National Cooperative Milk Producers’ Federa- 
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1. Eliminating 5 of the 14 hauling routes. 

2. A net reduction of 38 per cent in the round-trip mileage. 

3. A net increase of 56 per cent in the average volume of milk 
per truck. 

4, A net reduction of 25 per cent in the average hauling rate 
paid by producers. 

5. A net increase of 14 per cent in the average income per 
trucker. With respect to this change it may be said that reason- 
able returns to truckers are necessary in any long-time economic 
program. A trucker who, under pressure of bidding for routes, 
has accepted a hauling rate lower than his actual labor and oper- 
ating costs is bound to be discontented and a disturbing influence 
in the market. It is much better business to reduce mileages and 
arrange routes so that a full load can be hauled, and then pay the 
trucker actual operating costs plus a reasonable return for his 
labor. 

6. An hour earlier delivery of milk to distributors’ plants. This 
helped producers to deliver milk in better condition, particularly 
during the summer months. 

The rerouting program was accomplished in the following 
ways: First, at the request of the producers in a given area, a 
careful study was made by the association of existing conditions, 
and hauling routes were mapped and rearranged on an economic 
basis (Figs. 1 and 2). A series of meetings were then held in the 
local area, at which maps were shown and discussed until the 
producers became thoroughly familiar with the proposed 
changes. Following this, the association, with the assistance of a 
local committee, made arrangements for eliminating certain 
routes in spite of the many objections from the truckers. Fre- 
quently a trucker was paid a given sum for giving up his route 
and agreeing not to truck milk for a five-year period. Producers 
benefiting by the elimination of the route paid for this with sav- 
ings effected—usually within a period of six months. All negotia- 
tions were made by the association at the request of local mem- 
ber groups. Centralized authority in the rerouting program was 
essential to its success. 

Opportunities for reducing mileage, increasing the volume per 
load and decreasing hauling costs to farmers in the St. Louis 
milkshed are as great, if not greater than, those that existed in 
the Dayton milkshed. The average volume of milk per load in the 
St. Louis country-plant areas in 1933-34, for example, was, 1,321 
pounds daily, whereas that for the more efficient routes in the 
area exceeded 2,855 pounds, the average of the selected revised 
routes in the Dayton area. The more efficient routes in the St. 
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Louis area were operating under average conditions as to pro- 
portion of earth roads and volume of milk available per mile. 

A saving of about $250,000 annually to farmers in the St. Louis 
milkshed would result from a 25-per cent reduction in their haul- 
ing costs (computed from Table 4). Not less important in bring- 
ing about greater economic stability would be an increase in the 
daily income to haulers. At least part of the troubles in the St. 
Louis country-plant areas during the past few years were caused 
by discontented haulers whose labor and operating costs were 
higher than their incomes. 


x 


Fic. 1—Parts of Eight Routes With 115 Shippers, Before Hauling Routes Were 
Revised: the Dayton Milkshed, 1930 


Note the numerous places where two or more routes were parallel. 


Two important changes that may occur in the hauling situation 
in the St. Louis area are: (1) the early diversion to country plants 
of milk now shipped direct to city plants (see pp. 361 and 362) ; 
and (2) the diversion to manufacturing outlets of much of the 
milk now going to the whole-milk market, as the quality require- 
ments of the St. Louis market become more exacting. This second 
trend is already noticeable, there being 1,100 fewer shippers to 
the whole-milk market in November, 1935, than a year previous. 
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During the time that such rapid changes are taking place it would 
seem wise not to push too rapidly a rerouting program but to be 
carefully formulating a program that can be used when the time 
comes to put one into effect. 
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SCALE IN MILES 


Fic. 2—New Hauling Routes With 115 Shippers as Shown in Fig 1, 
Dayton Milkshed, 1931 


This shows the practical way by which total trucking mileage was reduced and volume per 
load increased. The parts of eight routes shown in Fig, 1 were combined into two routes in the 
rerouting program. Each of the eight routes picked up milk in the area now covered by Hauler 1. 


Increasing Hauling Efficiency Through More Even Production 
of Milk. Reduction is seasonal fluctuations in the volume of pro- 
duction in the St. Louis milkshed will make possible larger aver- 
age loads of milk and lead to further savings in transportation 
costs. Trucks must have sufficient capacity to handle each day’s 
volume in the month of highest production. With wide seasonal 
variation in the volume which must be handled, there is bound 
to be idle capacity during many months of the year. 

Only 76 per cent of a practical seasonal capacity* was being 


4“Practical seasonal capacity,’ as used in this study, asumes a seasonal variation in produc- 
tion similar to that in the Philadelphia milkshed for 1925 and a maximum truck capacity equal 
to the volume hauled by each trucker in the month of highest production. “Practica: seasons 
capacity” should not be confused with the total operating capacity of the truck. Trucks whose 
average volume of 1,523 pounds was 95 per cent of practical capacity probably had a total 
operating capacity of nearly twice this volume. 
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used by 244 trucks hauling milk from farms to country plants in 
the St. Louis area in 1933-34, it was found by Wayne Caskey, a 
graduate student in agricultural economics at the University of 
Illinois. Stated in other words, about 24 per cent of the trucking 
equipment was idle for the year as a whole as a result of the 
present seasonal variation in production. One group of 64 trucks 
hauled an actual volume of 1,061 pounds of milk a day, or 62 
per cent of practical capacity (Table 6). Another group of 23 
trucks hauled an actual volume of 1,523 pounds of milk a day 
and operated at 95 per cent of practical capacity. 


TaBLE 6—Actuat Datty VoLtuME CoMpARED WITH PRAcTICAL SEASONAL VOLUME 
For 244 Havuuine Rovtss, 1933-34 


Proportion that actual capacity was of er ad Volume per day Percent 
practical seasonal capacity! trucks Actual Practical! 

Under 70 per cent 64 1,061 1,698 62.5 
70-79 .9 per cent 83 1,373 1,820 75.5 
80-89 .9 per cent 74 1,424 1,699 83.8 
90 per cent and over 23 1,523 1,609 94.7 
Total 244 _ 

Weighted average -— 1,321 1,731 76.3 


1 See footnote, p. 360. 


At present no premiums are paid producers in the St. Louis 
area for maintaining an even production of milk. The question of 
the advisability of doing this is likely to be raised from time to 
time. When it is raised, the possible savings in transportation 
costs through more even production of milk should be considered 
along with other factors in its favor. 

Possible Savings in Transportation Costs by Delivering More 
Mik to Country Plants. In 1933-34 farmers in the St. Louis mar- 
ket paid $179,000, or 39.4 cents per 100 pounds, for hauling about 
45.1 million pounds of milk from their farms to city plants to be 
manufactured into butter or other dairy products. The milk had 
amarket value of $420,000, or 93 cents per 100 pounds. Had this 
milk gone to St. Louis via country plants, the total hauling cost 
to farmers would have been $102,000, which would have meant a 
net saving to them of $77,000, or 16.7 cents per 100 pounds. This 
is assuming that hauling to the country plant would have éost 
the average rate of 17.7 cents plus 5 cents, the rate allowed Class 
III milk from country plants to city plants. It is clearly uneco- 
nomic to haul milk long distances to be manufactured into butter 
or other products whose market values do not include the high 
transportation costs involved. 

The problem of establishing a more economic delivery system 
for milk to be used for manufacturing purposes will be satisfac- 
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torily solved if the proposed federal marketing agreement or 
order of December, 1935, becomes effective and continues in 
operation. This order provides for the combining of Class II and 
Class III milk and for the payment of 15 cents per 100 pounds in 
excess of the country-plant price for this milk when hauled to 
St. Louis. Under-this price arrangement distributors will be en- 
couraged to establish their manufacturing plants in the country, 
for competition on manufactured dairy products is keen, and 15 
cents per 100 pounds would take too large a part of the profit on 
these products to justify continuing large-scale manufacturing 
operations in the city for any length of time. 
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MARKETING RESEARCH NEEDS OF THE 
DAIRY INDUSTRY* 


H. A. Ross 


Bureau or Economics, tHe Borpen Company, N.Y. 


Despite the title of my discussion, I do not presume to speak 
for the dairy industry in outlining the marketing research that is 
best suited to its needs. Such suggestions as I shall make must be 
accepted as an individual’s opinion of what should be done. Even 
this requires an apology because research, above all else, should 
reflect the individual initiative of fresh minds. My only excuse 
for voicing personal opinions is the fact that I have had the op- 
portunity to look at dairy marketing research from two view- 
points. Since the completion of my under-graduate work, I have 
known no field other than dairy economics. Approximately two 
thirds of the intervening period has been devoted to academic 
research and teaching and the rest to commercial research and its 
application. In shifting from academic to commercial research, 
the only important change in my viewpoint was the forced reali- 
zation of how little I knew about dairy marketing in comparison 
with so-called practical men in the industry. 

It is because of this knowledge of dairy marketing on the part 
of the practical men that I wish to make another grouping of 
research studies in addition to the two used by Mr. Hudson in 
his paper. Briefly, dairy marketing research studies fall into two 
classes: (1) those which make available for the use of all, infor- 
mation that is already known to a part of the industry and (2) 
those which discover new facts and principles hitherto unknown. 


Known Facts and Principles 


Much of the research work that has been done to date must be 
classed in the first group as presenting information that was 
already known to a part of the industry. It is apparent that many 
of the studies grouped by Mr. Hudson in the four classes: (1) 
Costs, profits and financial organization, (2) Public investiga- 
tions, (3) Market structure, and (4) Miscellaneous, are of this na- 
ture. It is equally obvious that most of these studies are of prac- 
tical value even though they may not establish new facts and 
principles. Consumers in particular have little knowledge of the 
economies of either production or distribution. In fact, because 
of the great diversity and the large number of consumers, few of 


? This paper was read at the Twenty-six Annual Meeting of the American Farm Economic 
Association in New York, December 28, 1935. 
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them have anything like an accurate conception of consumption 
itself. To a lesser degree, producers do not always comprehend 
the total production factor in the marketing picture, to say noth- 
ing of consumption or the processing and distribution function. 

Those who actually handle the products in the market places 
are in a slightly better position to recognize the factors involved 
but too often their knowledge is not imparted to the rest of the 
industry. This is due in part to retention of the outmoded custom 
of refusing to divulge information for fear of disclosing ‘‘busi- 
ness secrets’? that might be used to advantage by competitors. 
During the last few years, this viewpoint has been slowly break- 
ing down, and there appears to be greater willingness to make 
available information that will improve conditions in the entire 
industry. In so doing, however, another difficulty is encountered 
due to the failure on the part of many to accept facts when pre- 
sented by this group. On the other hand, the results of research 
by an unbiased worker in the academic field will ordinarily be 
accepted and such a study may be justified even though the same 
information could have been obtained from processors and dis- 
tributors without the necessity of expending large amounts of 
time and money. There are, of course, a few individuals who like- 
wise refuse to accept the results of research even when conducted 
by an unbiased public agency. Although disconcerting to the 
young research worker and irritating to all, the attitude of such 
individuals should not be taken too seriously. 

Also in the first category of known facts might be classed re- 
search on subjects which are known in principle but not neces- 
sarily with sufficient accuracy to permit their practical applica- 
tion. That is, a part of the industry may have a general knowl- 
edge of the interplay of economic forces but no conception of their 
relative importance. Consequently, 1 in applying this knowledge, 
too much weight may be given to a minor factor while one of 
major importance may be disregarded. Many of the studies which 
Mr. Hudson has grouped in the three classes: (1) Supply and 
use, (2) Consumption and demand, and (3) Transportation, are 
of this nature. Through statistical analysis, such studies give 
quantitative expression to known relationships, thus indicating 
the proper weight to be given any particular factor. 


Unknown Facts and Principles 


I have no intention of minimizing the value of dairy marketing 
research which makes available to all the information known to a 
few. However, the spirit of research which motivates this field 
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should be the same as that which has resulted in outstanding 
pioneer work in other fields of science. Ours is a relatively new 
field and in its early development, it was to be expected that much 
of the ground covered would be familiar to those in the industry. 
Even now, expediency may require the conduct of research for 
some practical and immediate end even though no new facts or 
principles be developed. However, the research worker who will 
be remembered in the future is the one who discovers new truths 
that will result in more efficient marketing. It is therefore my aim 
merely to suggest a few problems of dairy marketing about which 
little or nothing is known in the hope that other research workers 
approaching them with fresh minds may give us the solutions. 


Production Problems 


In the field of production, we talk glibly about the cow cycle 
and use it as a basis for forecasting trends of production and 
prices. Actually, we are talking about the price of cows and as- 
suming that price is a true reflection of changes in numbers which 
are occasioned by the relative profitableness or unprofitableness 
of dairying. As a matter of fact, it is quite possible that the beef 
cow cycle is the causal factor of the dairy cow cycle. How, then, 
can we hope to eliminate or even minimize these cyclical fluctua- 
tions until we know whether it is beefsteak or milk that gets 
farmers into step in raising heifers. 

A second major problem is that of determining the effect of 
changes in seasonal freshening on the supply of milk and of 
forecasting or measuring these shifts in freshening early enough 
to prepare for the resulting shortage or surplus. C. E. Sniffen, 
of the Dairymen’s League Cooperative Association has already 
shown the importance of this factor in his pioneer work based 
on a check questionnaire survey. Much more work needs to be 
done. Today, we know that in certain stages of the cow cycle, ma- 
terial shifts in breeding are possible but, for the most part, we 
must base our forecasts on theoretical assumptions. For example, 
during the five-year period, 1930 to 1934, the great increase in 
the number of heifers freshening for the first time made it easy 
for farmers to materially increase winter dairying. Now, there 
appears to be a decided shift back to summer dairying and part 
of the low milk production of the past two months may be attrib- 
uted to the change in seasonal freshening. With storage stocks 
of butter fairly low, an increase in butter production for the 
next few months is necessary to prevent a shortage similar to 
that of last year. Some of us believe that this increase in produc- 
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tion will occur but if we knew to what degree freshening dates 
had been shifted and the quantitative relation of this shift to 
production, we could remove much of the doubt that now exists. 


Milk Price Problems 


In the field of fluid milk price plans, there are two highly im- 
portant problems. The first of these relates to the effect of a given 
price plan on the farm management practices of producers and 
the resulting supply of milk. Dr. Lininger’s work in Pennsylvania 
is an excellent example of what needs to be done in various other 
markets with their variable price plans and production condi- 
tions. These studies, of necessity, must be local in character but 
they are distinctly of the type which develops new principles 
about which we must largely theorize at the present time. 

In my opinion, by far the most important problem in the field 
of price plans is the determination of the effect of price policies 
on market stability and price structure. For example, unwise 
pricing policies frequently result in shifting business from one 
group of dealers buying on a given basis to another group buying 
on a different basis. Such shifts usually result in a loss of market 
for cooperative groups of producers. Local market studies should 
be made to determine the extent to which organized farmers tend 
to lose outlets for milk by maintaining price policies which make 
it more advantageous for some producers and some dealers to 
operate outside the plan. In its simplest terms, the problem can 
be reduced to the point of determining the level at which the price 
of fluid milk can safely be maintained above its manufacturing 
value. Failure to recognize safe limits has wrecked market struc- 
tures and cooperative organizations time after time in the past. 


Price Forecasting 


Price forecasting is a fascinating field into which numerous 
investigators have been enticed. Most have bogged down, but a 
few have advanced far enough into the unknown to encourage us 
in the belief that this problem also is susceptible of statistical 
solution. Obviously, knowledge of the future trend of butter and 
cheese prices is of utmost importance to both fluid and manufac- 
tured dairy product marketing agencies. From the commercial 
viewpoint, the real difficulty lies in determining the factors which 
affect prices with sufficient accuracy to give a forecast that will 
allow the taking of an inventory or production position with 
minimum risk. 
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Consumption Problems 


As indicated by Dr. Waite, the field of consumption has barely 
been scratched. We have a few illuminating consumer studies 
made by house-to-house canvass. We know something of the fac- 
tors affecting demand as it relates to sales of dairy products on 
retail routes. Our greatest need is for information on those dairy 
products which are sold almost entirely through stores. Such 
products as butter, cheese, concentrated milk and ice cream offer 
fertile fields for original work in consumer demand. We need 
basic information on store sales relating to trends, seasonality, 
grade requirements, price relations and many other factors that 
would aid in stabilizing markets. 

About the only indicators of butter and egg consumption which 
we have at present are trade output data for the four principal 
markets based on receipts and changes in storage holdings and 
floor stocks. However, if we accept trade output as representing 
consumption, we must believe that consumers in these four mar- 
kets eat the most eggs and butter in the season when prices are 
highest and quality is likely to be poorest, and that as flush pro- 
duction approaches with better quality and lower prices, they im- 
mediately curtail consumption. This is contrary to our knowledge 
of demand for other products and consequently raises serious 
doubts as to the soundness of conclusions based on such figures. 
A hasty analysis of trade output data indicates that records of 
receipts are probably not complete and that the figures reflect 
storage movements rather than consumption. Even when the total 
United States monthly trade output of butter is computed from 
production, imports, exports and changes in storage stocks, the 
seasonal variation indicates that production data are probably 
not complete and that storage movements obscure the true pic- 
ture. Here, then, is an unknown field in consumer demand that 
invites the research worker. Comprehensive studies of butter and 
egg sales from stores over a period of years should give to the 
industry information of great practical value that is now sorely 
lacking. 

Summary 


To summarize, it would appear that much of the work done to 
date has been to make available to all information known to only 
a part of the industry and to give quantitative expression to 
known relationships. This was to be expected because of the 
recent development of dairy marketing research and the neces- 
sity or expediency of meeting particular needs. Now, however, 
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dairy marketing research has come of age. The early stage has 
developed techniques which will greatly facilitate pioneering 
work. From this time on, the major emphasis should be on de- 
veloping basic truths concerning which we can now only specu- 
late. A few unsolved problems have been suggested and, in con- 
clusion, I again would like to call to the attention of research 
workers, the whole field of manufactured dairy products which 
has been slighted in the early work. 
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RESEARCH IN MARKETING FRUITS 
AND VEGETABLES' 


N. L. ALLEN 


NationaL Fruir AND VEGETABLE EXCHANGE 


As chairman, my chief purpose in making these few remarks at 
this time is to point out some of the problems facing those of us 
who are daily on the ‘‘receiving end’’ of an ever-present line 
of practical operating questions and problems, many of which 
require definite and, all too frequently, immediate answers and 
policy decisions. 

Unfortunately, we are often without a ‘‘yardstick’’ with which 
to measure the many factors, or know of no precedent upon which 
to base action, or have no similar experience upon which to judge 
the results of a decision. 

There has been a disposition on the part of many in our in- 
dustry to minimize various problems or altogether brush them 
aside and to feel secure in their position of ‘‘watchful waiting’’ 
—awaiting the return of the so-called normal conditions—those 
‘old times’’ when one might follow long-established policies and 
procedures, confidently believing that adherence to them would 
result in profitable and successful operations. 

Certainly none of us favors experimental reforms, unfair or 
improper legislative invasions, or mandatory regulations of 
one’s right to conduct a legitimate business. It may be necessary, 
however, in the interests of the entire industry to require addi- 
tional changes in the future policies, methods and procedure in 
this and other industries. Regardless of further federal or state 
regulations, it should be apparent to all that the changes which 
are taking place in general economic conditions, transportation, 
agricultural financing, and in the agricultural and industrial 
production map of the country will necessitate changes in our 
particular commodity section of agriculture. 

To solve the problems brought about by new conditions and to 
formulate and successfully carry out revised operating programs, 
will require research of the high character which you gentlemen 
can carry on to help those of us who will be held responsible for 
the dollars and cents results of commercial operations. 

Full cooperation between the technical staff conducting the re- 
search and those engaged in commercial operations, a closer 


*Remarks made by Mr. Allen as chairman of the round-table discussion on Research in 
Marketing Fruits and Vegetables, Twenty-sixth Annual Meeting of the American Farm Economic 


Association, New York, December 27, 1935. These remarks preceded the presentation of the 
following papers. 
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working relation than perhaps has existed in the past, will, I am 
sure, result in the maximum benefits to all. It will be very helpful 
to those of us who are engaged in production and distribution, 
if the findings of the studies may be quite definite and specific in 
suggesting ways and means of improvement. A ‘‘49-51”’ result or 
recommendation is very difficult to put into practical use by one 
who did not conduct the study. We who are on the ‘‘firing line’’ 
must take very definite action in directing our operations and will 
succeed or fail upon our decisions. 

Many of us in the industry, I fear, have failed to fully appre- 
ciate the value of research; and by the way, I prefer the common 
garden variety term ‘‘fact finding’’ to the more generally ac- 
cepted term ‘‘research.’’ Too often we have confused ‘‘opinions’’ 
with ‘‘facts’’ and all too often has the industry operated on 
‘‘hunches’’ and a ‘‘battle of wits’’ policy, rather than funda- 
mentally sound economic principles. 

Many of our leading marketing organizations throughout the 
country, will, I am sure, gladly cooperate fully with you in your 
research projects. The organization with which I am associated, 
the National Fruit & Vegetable Exchange, has from the begin- 
ning recognized ‘‘factual information”’ as one of the outstanding 
needs of the industry, and has cooperated and will continue to 
cooperate in any way it can with those who are studying the 
many marketing and allied problems. I am sure there are many 
other large organizations having the same genuine interest in 
the work and a willingness to assist in any such important 
projects. 

I would not attempt to catalogue the various problems con- 
fronting our industry, or to list the many questions being asked 
regarding effects of current developments, nor would I undertake 
to place them in the order of seriousness, importance or com- 
plexity. I shall merely merition a few concerning which all in the 
industry will, I am sure, appreciate such consideration as you 
may care to give. 

1. Possibility and desirability of coordination of distributing agencies. 
2. Mass buying operations by chain stores and other large buyers, 
particularly in reference to effect upon base community prices. 
3. Farmers’ markets of various types, both shipping point and 
terminal. 
4. Merchandising and orderly distribution vs. speculative battle of 
of wits in selling. 
5. Advertising fruits and vegetables and the influence of such advertis- 
ing upon changes in dietary habits. 
6. Development of consumer cooperatives. 
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7. The trend of state and municipal laws and regulations regarding 
sales of fruits and vegetables. 
8. Federal and state grades and their enforcement. 
9. Coordination of production credit and cooperative marketing. 
10. Effects of AAA and state pro-rate acts on marketing operations. 
11. Truck transportation, including effect on price levels. 
12. Trends in shift of production areas for given commodities. 
13. Effects of subsistence gardens, industrial gardens and “live-at- 
home” campaigns upon commercial producers and price levels. 
14. Fruit and vegetable marketing as a field for agricultural college- 
trained men. 


These problems, questions and subjects are of great interest 
and importance to all of us who are engaged in production and 
marketing. 

If we are to render a more economical, efficient, and effective 
service, we shall need the facts you secure through your research, 
as well as such forecasts as your conclusions permit. 

Perhaps, in the past, we all have been working too much toward 
a ‘‘showing up’’ process, with the result that the trend has been 
to all ‘‘surgery’’ and no ‘‘tonic.’’ That we need the clinics and 
dissecting rooms, there is no doubt, but we need also to have a 
remedy prescribed that the relief and cure may be enjoyed. 

Likewise, we shall need accurate forecasts to permit developing 
and maintaining proper operating programs to intelligently and 
creditably market our products without interruption during and 
following the periods of transition. 


THE MOTOR TRUCK IN RELATION TO FRUIT 
AND VEGETABLE MARKETING 


M. P. RasmussEN 
CorNELL UNIVERSITY 


A common difficulty in attempting to solve any public problem 
is the absence or scarcity of facts. The motor truck question has 
been much beclouded by an abundance of opinions and a lack of 
facts. At the urgent request of farmers’ organizations and co- 
operative associations, the Farm Credit Administration in 1934 
sponsored a study in cooperation with nine State Agricultural 
Colleges,” to obtain some facts concerning the present status of 
the trucking of fruits and vegetables. This study has not yet been 
completed but some of these facts are presented here. 


Effect of the Motor Truck on Volume of Market Supplies 


Many growers, shippers and members of the produce trade 
seem to hold the opinion that increased utilization of the motor 
truck has greatly increased supplies of fruits and vegetables 
which have come to city markets, and that these increased sup- 
plies have been responsible for the relatively low prices received 
during recent years, and particularly during 1934. 

New York City is the largest market in the United States. It 
is also one of the few markets on which relatively complete in- 
formation is available as regards total supplies of fruits and 
vegetables which arrived by rail, by boat, and by motor truck. 
Prices were relatively good during 1929. In that year the equiva- 
lent of over 234,000 carloads came to New York City. In 1934, 
when prices were relatively low, slightly more than 206,000 car- 
loads of fruits and vegetables arrived in New York. The facts are 
that total supplies were lower by actually 28,000 carloads (or 
about 12 per cent) when prices also were lowest. 

If the states which were in position to use the motor truck as 
a transportation medium, had supplied much greater quantities 
of produce than usual to New York City, there might be some 
basis for assuming that motor truck receipts had acted to de- 
press prices. To date only about 10 states have been in position 
geographically to move any considerable volume of produce to 
New York City by motor truck. In 1929, all receipts at New York 


1This paper was read before the Twenty-sixth Annual Meeting of the American Farm 
Economic Association, New York City, December 27, 1935. 
?These data are from a study of the marketing of fruits and vegetables by motor truck, 
conducted by the Division of Cooperative Marketing, Farm Credit Administration, Washington, 
C., in cooperation with the State Colleges of Agriculture in New York, Massachusetts, Con- 
necticut, Pennsylvania, New Jersey, Delaware, Maryland, Virginia, and North Carolina. 
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City by rail, boat and motor truck from these 10 nearby states 
totalled 71,340 carloads; in 1934, all receipts from the same states 
totalled 71,211 carloads, or actually 129 carloads less than in 
1929. It is true that a much larger proportion of the receipts from 
these 10 states arrived by motor truck in 1934 than in 1929, but 
the total receipts by rail, boat and motor truck were actually 
slightly less than in 1929. 

It should be noted that most of the decline in receipts consisted 
of shipments from distant states such as California, Colorado, 
Washington, Oregon, etc., and of imported fruits and vegetables. 
Reduction in market receipts occurred mainly in those products 
which incurred a relatively high transportation, grading and 
packaging cost by reason of their production in distant areas. 
The motor truck could have no effect in bringing about this de- 
cline in supplies from distant areas. The smaller consumption 
and lower prices were due to lack of consumer purchasing power 


caused by widespread unemployment, and reduced incomes and 
not to the motor truck. 


Effect of Motor Truck on Net Prices to Growers 

Some growers, shippers and members of the produce trade 
seem to believe that net returns to growers are consistently 
higher for produce shipped to market by rail or boat, than for 
that shipped to market by motor truck. It is only fair to add that 
many members of the produce trade do NOT agree with this 
theory. 

It was found to be exceedingly difficult and often impossible 
to get facts which might throw light on this question despite the 
fact that 16 of the leading commission firms in New York City 
threw open their books for analysis. From states like Connecticut, 
New Jersey, Delaware and Maryland, practically all produce was 
shipped by motor truck, so comparisons with rail shipments were 
impossible. If fair comparisons are to be made, it is obvious that 
records must be found of a sufficient volume of sales of the same 
(1) grade, (2) quality, (3) size and (4) variety of a fruit or 
vegetable, packed in the same (5) size and (6) type of container, 
shipped from the same (7) shipping point by both rail and truck, 
and sold in the same (8) market on the same (9) day by the same 
(10) commission firm. If any of these qualifications are lacking, 
the comparison is invalid. 

Analysis of commission house records is still underway, but 
thus far only a few instances of adequate volume have been 
available for comparison. Such data as are available have been 
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largely concerned with shipments from North Carolina, where 
the rail and the truck seem to compete most seriously. On sales 
of string beans, cucumbers, strawberries and peaches, moved to 
New York City from North Carolina, the growers received as 
great or greater net returns on shipments by motor truck as on 
shipments by rail. The same was true of strawberries from Vir- 
ginia and New York, and for brussels sprouts from New York. 
On lettuce shipments from North Carolina, however, shipments 
by rail netted growers somewhat more than shipments by motor 
truck. 

Only a very small proportion of the tonnage of fruits and 
vegetables marketed by almost 3,000 growers surveyed in New 
York, Pennsylvania, New Jersey, Connecticut, Massachusetts, 
Delaware, Maryland and North Carolina, was moved to market 
by rail. The information which could be obtained from these grow- 
ers concerning comparative returns on truck and on rail-borne 
produce was, therefore, meager. On shipments of string beans 
and peas, New York growers seem to have received higher 
net returns on truck shipments than on rail shipments. On let- 
tuce, however, net returns on rail shipments were higher than 
on motor truck shipments. In Pennsylvania, most of the peaches 
were shipped by truck. On small quantities of peaches in bushel 
baskets shipped by rail, higher prices were received than on truck 
shipments. On 14-bushel baskets of peaches, the reverse was true. 
In Massachusetts, relatively large shipments of onions were made 
in 50-pound bags, both by rail and by motor truck. The growers 
in Massachusetts reported identically the same net returns by 
both methods of transportation. In the case of apple shipments 
in Massachusetts, net returns to growers were slightly higher om 
truck shipments than on rail shipments. 

A majority of the leading commission merchants in New York 
and other cities seem to be emphatically of the opinion that the 
method of transportation does NOT exercise any measurable in- 
fluence on prices realized for fruits and vegetables when offered 
in the market. They call attention to the fact that buyers do not 
inquire as to how the produce arrived, but purchases are made 
on the basis of comparative quality ‘‘as is.’’ The very fact that 
an increasing volume of fruits and vegetables is moving to mar- 
ket by motor truck each year would seem to substantiate these 
conclusions. 


The Motor Truck and the Grading Problem 


There is much confusion of opinion and fact concerning the 
effect of the motor truck on grading practices. The theory seems 


oH 


la 
G 
fe 
W 
if 
pa 

| 


SE 


the 
ms 


Motor Truck 375 


to be widely held that the motor truck brings mostly low grade 
produce to market and thus acts to depress prices. The statistical 
evidence previously presented concerning prices received for 
truck versus rail-borne produce does not bear out this theory. 
Neither do the experiences of the growers in the areas surveyed. 
Out of 2,961 growers in 8 states, 57 per cent stated that movement 
by motor truck had had no effect on grades shipped; 15 per cent 
said that grading practices had been improved; and 16 per cent 
that poorer grades were shipped as the result of trucking. Twelve 
per cent did not know what the effect of trucking had been on 
grading. 

It should be borne in mind that before the advent of the motor 
truck, shippers in nearby states ordinarily sent a wide variety 
of grades to market by rail. The method of transportation has 
changed, but this has not changed the grades or qualities sent to 
market by shippers. 

Another theory widely held is that all marketing difficulties 
would be solved if only high quality produce were permitted to 
come to market. Such a theory makes the violent assumption that 
all family incomes are equal and that, therefore, the economic 
demands of all families are equal. It is much like saying that if 
only Cadillac, Pierce-Arrow and Lincoln motor cars were placed 
on the market, average motor car prices would be higher. This 
is obviously true, but it would also mean that only a few motor 
cars would be sold. 

Recent surveys by the Department of Commerce indicate that 
from 34 per cent of the families in the north to 61 per cent in the 
south, have incomes of less than $1,000 a year, and less than 
10 per cent enjoy incomes over $3,000 a year.* Studies conducted 
by Dr. Hopper, at Albany, N.Y., indicate that many families in 
the lower income groups would have practically to cease con- 
suming fruits and vegetables if only first-class produce came to 
market. Automobile manufacturers know that only a few Cadil- 
lacs and Lincolns, but more Buicks, still more Dodges, and a great 
many more Chevrolets and Fords can be sold in a given year. 
Grades and qualities of fruits and vegetables must be adapted to 
family incomes just as much as motor cars. A great many house- 
Wives, with small purses, insist that they get more food per dollar 
if they buy the medium or lower qualities or grades, than by 
paying the higher prices for the best quality produce. 

Most growers try to the best of their ability to raise high 


* From “Consumer Use of Selected Goods and Services, by Income Olasses,’’ Market Re- 
search Series No. 5.1 to 5.5, inclusive, Department of Commerce, Washington, D.C., 1935. 
Consumption of Certain Perishable Farm Products in Albany, New York,” by W. O. 


Hopper; Cornell University Agricultural Experiment Station, Bulletin’ 586, March, 1934. 
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quality produce, but they cannot control weather. Weather condi- 
tions often do not permit the raising of a high proportion of 
first quality fruits or vegetables. Growers are primarily inter- 
ested in maximum returns from the farm, and not merely in high 
prices for a small share of their crop. In the nearby states, they 
have learned that there is a definite demand for all qualities of 
produce, and that it does not pay to leave the lower qualities at 
home. Furthermore, many seem to believe that the motor truck 
can aid them in selling a larger proportion of their crops than 
any other means of transportation. 

A better system of grades which will put fruits and vegetables 
within reach of the purses of all of the widely varying income 
groups in our population is urgently needed. This problem should 
not, however, be confused with the transportation problem. It is 
family income or purchasing power which determines what qual- 
ities or grades a family buys, and not the means of trans- 
portation. 

Why Growers Use Motor Trucks 


The question as to why farmers have steadily used the motor 
truck more and more in marketing their produce is best answered 
by the growers themselves. Out of 2,961 growers in 44 areas in 8 
states,” 46 per cent favored the truck because of ‘‘more prompt 
delivery,’’ 37 per cent because the motor truck was ‘‘more con- 
venient,’’ 26 per cent because ‘‘less handling’’ was involved in 
shipping by truck, 25 per cent because marketing by truck was 
‘‘cheaper,’’ and 11 per cent because ‘‘ produce was delivered in 
better condition.’’ Other important reasons were that wider dis- 
tribution and higher prices could be obtained by use of the motor 


truck. 
Why Shippers Use Motor Trucks 


In a recent report by Mr. Joseph B. Eastman, Federal Coor- 
dinator of Transportation, it was shown that out of almost 6 
million tons of fresh, dry or canned fruits and vegetables shipped 
by 1,029 shippers, more than 3.6 million tons or 64 per cent moved 
to market by motor truck.® 

When asked why they used trucks, 64 per cent of these 1,029 
shippers gave ‘‘faster service’’ and ‘‘cheaper total cost’’ as their 
reasons; 60 per cent more because the truck gave ‘‘store door 
delivery’’; and another 50 per cent because the truck gave ‘‘more 
flexible or convenient service.”’ 


5 New York, Pennsylvania, New Jersey, Connecticut, Massachusetts, Delaware, Maryland and 


North Carolina. 
¢ Eastman, Joseph B., “Merchandise Traffic Report,” Washington, D.C., March 22, 1934, 


page 49. 
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The main reasons for using trucks, as expressed by both grow- 
ers and shippers were remarkably alike. 


Where Fruit and Vegetable Growers Sold Their Produce 


The interest of growers in the motor truck as a marketing 
mechanism depends to a considerable extent on WHERE these 
growers usually dispose of their produce. Out of almost 318,000 
tons of fruits and vegetables sold by 2,961 growers in 8 states 
during 1933-34, about 23 per cent was disposed of directly at the 
farm. Transportation of this 23 per cent of the produce did not 
concern growers directly, but in most cases, this method of selling 
necessarily involved transportation by motor truck—usually in 
the buyer’s truck. About 35 per cent of the 317,617 tons was sold 
by growers either at local shipping points or small nearby mar- 
kets. The remainder, about 42 per cent, was sold in large city 
markets, either directly by growers or their representatives (such 
as commission merchants). These proportions varied between 
states and between areas, with the most distant states selling 
more at the farm and less at large markets. 


Who Buys the Produce? 


The interest of growers in the motor truck as a means of mar- 
keting also depends to some extent on TO WHOM the produce 
is sold. 

About 110,000 tons, or over 34 per cent of the fruits and vege- 
tables disposed of by 2,961 growers in 8 states, was sold to or 
through large city wholesale produce firms. Most of the produce 
was handled by commission firms for growers, and the remainder 
was bought outright by the wholesalers from growers. 

Over 69,500 tons, or 22 per cent was sold to country dealers, 
who probably shipped most of this produce to terminal markets 
by rail, boat, or truck. Nearly 47,000 tons, or about 15 per cent 
was sold to itinerant or merchant truckers, most of whom pur- 
chased the produce directly from the growers at the farm. 

Growers themselves marketed over 27,000 tons, or 9 per cent 
at farmers’ public markets, and over 11,000 tons, or nearly 4 per 
cent at country auction markets. 

Processing plants such as canning factories, cider mills, and the 
like absorbed almost 20,500 tons, or about 6 per cent. 

Sales through farmers’ cooperative associations accounted for 
about 3 per cent of the total, and those to buyers for chain store 


systems about 2 per cent. Sales to other types of buyers were 
relatively unimportant. 
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Actual Use of Motor Truck by Growers 


Probably the best measure of the importance of the motor 
truck in marketing is the use growers are making of it. Data ob- 
tained from 2,961 growers in 44 important areas in 8 states show 
that out of the 317,617 tons of fruits and vegetables sold by these 
growers during the 1933-34 season, all but 31,967 tons (or about 
10 per cent) moved to market by motor truck. Only 20,618 tons 
(or 6.5 per cent) of the tonnage was shipped by growers by rail, 
and about 2 per cent was hauled to market in the grower’s wagon 
(table 1). 

TaBLeE 1—Proportions oF TONNAGE OF FRUITS AND VEGETABLES MOveED TO 

MaRkKET By Various METHODS OF TRANSPORTATION FROM IMPORTANT PRo- 


pucinG AREAS IN 5 NORTHERN AND 3 SOUTHERN SrarTEs, Juuy 1, 1933 
To JuNnzE, 30, 1934 


Proportion of tonnage shipped by each method 
Method of transportation Northern Southern Total 
Sectiont Sectiont 2961 
growers 876 growers growers 
Per cent Per cent Per cent 
Motor Truck: 
Grower's truck: 
Shipping points or other local markets 26.4 15.5 24.0 
City markets 25.4 3.8 20.6 
Total 51.8 9 44.6 
Truck hired by grower: 
Shipping points or other local markets 6.8 11.8 7.9 
City markets 15.5 17.4 15.9 
Total 22.3 29.2 23.8 
Merchant trucker’s truck 12.4 18.7 13.8 
Truck owned or hired by buyer 8.0 6.4 7.7 
Total Motor Truck 94.5 73.6 89.9 
Rail: 
Freight 3.6 16.2 6.4 
Express - 0.6 0.1 
Total Rail 3.6 16.8 6.5 
Boat a 0.7 0.2 
Growers’ wagon 0.9 7.0 3.2 
Grower's automobile: 
Shipping points or other local markets 0.1 1.6 0.4 
City markets 0.1 0.1 0.1 
Total Grower's Automobile 0.2 1.7 0. 
Consumer's automobile 0.8 0.2 0.7 
Total all methods 100.0 100.0 100.0 


} New York, New Jersey, Penns: nagteenia, Mi Massachusetts and Connecticut. 
Delaware, ‘Maryland and Nor 
* Less than one-tenth of one per cent. 


The growers in these 8 states used their own or hired trucks 
to haul about 32 per cent of their produce to local shipping points 
or other local markets. Utilization of the motor truck in market- 
ing about 32 per cent of their produce represents, therefore, a 
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displacement of the farm wagon rather than any other means of 
transportation. 

Over 36 per cent of the produce sold by the 2,961 growers in 
these 8 states was hauled directly to large city markets either 
in the growers’ own trucks or in trucks operated by commercial 
truckers but hired by the growers. Almost 22 per cent more was 
hauled to market in trucks owned by itinerant merchant truckers 
or other buyers, but the actual destination of such produce could 
not be ascertained. These data may partially explain why growers 
are so keenly interested in the establishment of modern and effi- 
cient terminal marketing facilities in large cities. 


Use of Trucks by Country Dealers or Shippers and 
Cooperative Associations 


It has been previously pointed out that approximately 58 per 
cent of the produce sold by fruit and vegetable growers in these 
8 states was disposed of either at the farm or at country shipping 
points. A considerable portion of this produce was handled hy 
country dealers and cooperative associations. 

Data obtained from the records of country dealers and coopera- 
tive associations in 8 states show that both country dealers and 
farmers’ cooperative associations likewise are utilizing the motor 
truck in their marketing operations. 

Out of 473,123 tons of fruits and vegetables disposed of by 
country dealers in these states, 48 per cent went to market by 
motor truck, and 52 per cent by rail. 

Out of 65,639 tons of fruits and vegetables marketed through 
farmers’ cooperative associations in these 8 states, 39 per cent 
moved to market by motor truck, and 61 per cent moved by rail. 

It is thus apparent that whether these growers sold their prod- 
uce at the farm or at the country shipping point, a considerable 
proportion of such produce moved to the ultimate market by 
motor truck as well as by rail. 

These data may explain why many country dealers or shippers 
and cooperative associations, as well as growers, have been op- 
posed to regulation of the motor transportation of perishables. 


Distance Produce Hauled by Growers 


Despite general impressions to the contrary, growers do not 
use their OWN trucks for long distance hauling to any appre- 
ciable extent. Analysis of the use made by growers of their 
OWN trucks in these 8 states indicates that 76 per cent of the 
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produce hauled to market by these growers went less than 20 
miles and represents mostly haulings to country shipping points 
and local canneries or factories. Another 14 per cent was hauled 
from 20 to 50 miles. Total haulings up to 50 miles accounted for 
90 per cent of all tonnage hauled in trucks owned by farmers. 

Somewhat similar facts are shown in a contemporary survey 
of the operation of motor trucks OWNED by 275 growers who 
patronized the Harlem, Gansevoort, or Wallabout Farmers’ Mar- 
kets in New York City. On the Harlem Market, 76 per cent of the 
tonnage was hauled less than 50 miles. On the Wallabout Market 
about 32 per cent of the tonnage was hauled more than 50 miles, 
but on the Gansevoort Market 91 per cent was hauled less than 
50 miles. 

These data seem to indicate that growers prefer not to drive 
much over 50 miles when they go to market. Evidently a 100-mile 
round trip is enough of a daily chore for the average grower in 
addition to his other farm duties. Beyond this point, growers 
apparently prefer to hire someone to do the hauling for them. 
This may be a partial reason why growers, through their organi- 
zations, have so strenuously opposed the regulation of commer- 
cial motor trucks operated for hire and engaged in marketing 
farm produce. 


Use Made of Commercial or Hired Trucks by Growers 


Growers apparently made use of HIRED trucks for two dis- 
tinct purposes. About 36 per cent of the trucking of fruits and 
vegetables in hired trucks, where the grower paid for the truck- 
ing, was for moving produce to country cold storage plants, 
canneries, factories, or country dealers’ warehouses. Much of 
this short hauling was for growers who did not own trucks. Even 
for growers who owned trucks, however, the cost to the growers 
may have been less than if their own trucks had been used, since 
full loads were usually hauled. It may also have been more 
convenient to have the hauling done by the buyer. 

Over half of the shipping which was done in hired trucks, how- 
ever, was for distances of 50 miles or more. About 17 per cent of 
the tonnage was hauled from 50 to 100 miles, another 25 per cent 
was hauled from 100 to 200 miles, and only 14 per cent was hauled 
over 200 miles. 

These date illustrate the degree to which growers depend on 
the commercial trucking industry to supplement their own trans- 
portation efforts. 
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Distances Fruits and Vegetables Hauled 
by Commercial Truckers 


There is much discussion among members of the trade, and the 
press in general, of ‘‘long-distance’’ hauling. Reference is often 
made to truckloads being hauled from Florida or Georgia to 
New York, or other large markets. Such haulings are spectacular, 
but relatively insignificant. Out of 32,877 carloads of produce 
shipped from Florida to New York in 1934, only 106 carloads (or 
about one-third of one per cent) came by motor truck. Shipments 
from Georgia by truck were about one-half of one per cent of 
all shipments. 

Most of the haulings of fruits and vegetables by commercial 
truckers are NOT over spectacularly long distances. A survey 
of the activities of 247 commercial truckers in 9 states during 
1933-34 shows that almost 74 per cent of the fruit and vegetable 
tonnage, moved by these truckers, was hauled from 50 to 150 
miles; another 17 per cent was hauled from 150 to 300 miles; 
slightly more than 2 per cent was hauled 300 to 450 miles, and 
less than 1 per cent was hauled over 450 miles. 

Here again, it will be noted that these commercial truckers 
take up the transportation job where the grower leaves off. The 
steady increase in commercial haulings would seem to indicate 
that growers regard such an arrangement in a favorable light. 


Problems Resulting from Use of Truck 


Whatever the advantages growers feel they have gained 
through construction of better roads and increased use of the 
motor truck, this same development has certainly brought with it 
serious problems, which are clamoring for a solution. 

The shift from rail to truck has made it virtually impossible to 
estimate daily supplies of produce at any large market before 
trading starts, as could be done when all produce came to market 
by rail or boat. With motor trucks arriving at the market at all 
hours of the day and night, market conditions are such as to make 
buyers reluctant to make early purchase of their daily supplies 
for fear that a later avalanche of supplies by truck will cause 
them large losses. This makes draggy markets. 

Very few, if any, of our large cities were laid out with a view 
to motor traffic. Ordinary passenger and taxi traffic alone is suffi- 
cient to congest our streets. Consequently, the influx of a con- 
stantly increasing number of motor trucks constitutes a heavy 
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strain upon the capacity of streets in and adjacent to existing 
market districts. 

In 1929, approximately 49,000 truckloads of fruits and vege- 
tables rolled into the Washington Street Wholesale produce mar- 
ket on lower West Side Manhattan. In 1934, over 87,000 trucks 
came into the self-same area, an increase of about 78 per cent in 
5 years, although street space in Washington Street today is no 
greater than that which was already overcrowded in 1929. Kco- 
nomical motor transportation seems to require relatively large 
trucks, which are frequently too large to be accommodated in 
narrow city streets. These incoming trucks must also compete for 
space with the trucks of local cartage companies, with Railway 
Express Agency trucks, buyers’ trucks, and others, in the use of 
these already overcrowded thoroughfares. Sixty New York State 
commercial truckers reported an average loss of 114 to 2 hours’ 
time per trip to the wholesale market in Washington Street, New 
York City, merely waiting for a chance to unload. 

City wholesale produce firms have been accustomed to using 
the pier platforms and team tracks supplied by railroad compa- 
nies for both display and sales rooms for most of the rail-hauled 
produce. Such firms have found it impossible because of sheer 
lack of space and very high rentals to furnish anything like ade- 
quate display and salesroom service for motor truck shipments. 
Consequently, since truck receipts arrive at all hours and are 
spread out over a wide area, it is almost impossible for a buyer 
intelligently to size up the market. 

These problems are not due to vices or virtues of either trucks, 
railroads, boats, or other means of transportation. They are 
primarily the result of failure of public agencies and individuals 
to recognize modern trends and make adequate provisions there- 
fore. 

If an economic solution of the motor truck problem is to be 
achieved, at least two developments must be brought about. 

First: Some method must be worked out for reporting intended 
arrivals of produce by motor truck before the usual sales period 
opens up, so that both buyers and sellers may have some means 
of knowing approximately how much and what kinds of produce 
will be available for sale on a given market at a given time, 
whether it arrives by rail, truck, or boat. This problem is not in- 
surmountable. If adequate funds are made available to state and 
federal departments of agriculture, satisfactory supply data can 
be obtained. Out of 3,493 growers in 9 states, 66 per cent expressed 
the opinion that they could give notice 12 hours or more in ad- 
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vance of shipment to market. Another 14 per cent could give from 
3 to 6 hours’ notice (table 2). 


TaBLeE 2—EstimaTe or Hours or Apvancse Notice Growers CouLp 
Give REGARDING INTENTIONS TO SHip PropucE TO MarRKET BY MoToR 
Truck, 3493 Growers IN 9 States* 1934 


Hours notice could be given in advance Number of growers Per cent of total 
Hours 
8 1,020 29 
24 910 26 
12 386 11 
6 321 9 
3 168 5 
On arrival 106 3 
No opiniont 582 17 
Total 3,493 100 


* Includes New York, New Jersey, Massachusetts, Connecticut, Pennsylvania, Delaware, Maryland, 
Virginia and North Carolina. 


A — of the growers who had no opinion did not ship to terminal markets or were unfamiliar with the 
situation. 


Second: Before a satisfactory market supply reporting system 
can be set up, however, an even more essential development must 
take place; 7.e., adequate and uncongested receiving, display and 
sales facilities must be made available for all produce, however 
transported, so that the maximum number of buyers may have 
easy access to and bid upon the varying quantities and qualities 
available without the exceedingly costly delays now common in 
all markets. The solution of the problem most likely to succeed 
appears to be the creation of adequate union motor truck terminal 
markets, together with proper municipal or regional ordinances 
making the use of such terminals obligatory for all motor-borne 
produce coming to a given wholesale produce market. 

Growers seem to appreciate the need of better terminal facili- 
ties. Out of 1,544 growers, who were familiar with the situation, 
71 per cent felt that there was a definite need for union wholesale 
fruit and vegetable terminals. Almost half of the 2,961 growers 
were unfamiliar with the terminal situation. 

Growers also feel that better control of movement by motor 
truck is needed and look to cooperative sales agencies to bring 
this about. Out of 2,301 who were familiar with the situation, 73 
per cent favored the establishment of cooperative terminal mar- 
keting agencies. Growers who produced 50 tons or less per year 
were more eager for such agencies than those with 150 tons or 
more, but the differences were slight. 

The matter of obtaining adequate union terminals is not an 
engineering problem nor one of obtaining suitable sites. The real 
question is who is to supply the finances for such terminals. After 
6 years of depression, it is probably unnecessary to dwell upon 
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the poor financial circumstances of commission men, wholesalers, 
or truck operators. Furthermore, in these days when many 
municipalities are in acute financial distress, it is unlikely that the 
elaborate facilities required for the receipt, display and sale of 
produce hauled long distances by motor truck will be provided 
at the expense of the local taxpayers. 

It seems reasonable to assume that these motor truck terminals 
should be erected in close proximity to and possibly as part of 
the terminals used by other carriers, such as the railroads 
and the boat companies. Such combinations have been tried in 
one or two markets. If times were more prosperous, it is possible 
that the railroads might engage in the trucking business and fur- 
nish part or all of the facilities. In the present state of railroad 
finances, however, it is not easy to see where the funds would 
come from even if the railroad or boat companies were interested 
in joining forces with their ‘‘competitors.’’ 

Much attention is being paid at present to the erection of public 
works in an effort to relieve unemployment. Presumably such 
public works should be of direct benefit to as large a proportion 
of the population as possible. Most large terminal markets 
serve very wide areas. For example, the New York City market 
draws truck supplies from at least 19 states, extending from 
Florida and Mississippi on the South, to Maine on the North; and 
as far west as Ohio; and rail supplies from every state in the 
Union and many foreign countries. 

If the expenditure of large sums of money can be justified for 
building dams to supply power, and also water to irrigate mil- 
lions of acres on which to grow more produce, it does not seem 
unreasonable to suggest that federal funds be made available 
to erect large union produce markets for both truck and rail in 
key cities throughout the United States, through which this and 
other produce may be marketed at minimum costs. 

The building of efficient food terminal markets in our large 
cities, through the elimination of congestion, spoilage, waste, re- 
handling, and high cartage costs, might reasonably be expected 
to reduce the costs of marketing for many millions of producers 
and consumers dependent on such markets. 


Discussion BY Henry H. Baxxen 
UNIVERSITY OF WISCONSIN 


I believe we will all agree that Dr. Rasmussen and his coworkers have 
taken their assignment for a full count. He is to be commended for his 
courage in assuming the direction of a survey of this magnitude. The 
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size of the sample, the geographical area embraced, the number of people 
of different occupations to approach, the complex nature of the inquiry 
and the many commodities classed under the heading of fruits and vege- 
tables are some of the considerations that suggest a large administrative 
task. It is a rather logical procedure that he has followed in placing before 
us a summarization of the basic data obtained in his regional survey. 
There are some of us who may have been more gratified if he had 
devoted the main part of his discussion to some of the latent theoretical 
implications contained in the primary data at his command. Since his 
study has not been completed, this is, perhaps not the proper time, place, 
or occasion to announce conclusions which may need further examination 
and refinement. 

In view of the general dearth of statistical measurements relating to 
the transportation of farm products by motor truck, this paper is a con- 
tribution to a neglected field of research. If I can stay within the limits 
of my alloted time, some comments may be made on specific points in 
these data contrasting them with the findings in studies that have been 
made in mid-western states. 

Aside from the incidental answers to a whole array of practical ques- 
tions, a study of this character and scope has the potential power of 
throwing light upon some of the involved economic problems emerging 
from the intensive use of motor trucks. 

The first one of these that comes to mind is: 

1. Effects of the truck upon the location of agricultural enterprises. It 
has been stated that in 1934 all receipts at New York City by rail, boat, 
and motor truck from ten nearby states were actually 129 carloads less 
than in 1929. This represents a loss of only .2 of one per cent for the 
five year depression period when total shipments for all states declined 
12 per cent. No allowance was mentioned for a growing population or a 
potentially greater demand for fruits and vegetables due to changing 
habits of consumption. During this period truck receipts increased ap- 
preciably. The Eastern farmers held their market, while the specialized 
producers in distant areas lost a portion of theirs. 

What changes may result in agricultural production in the Atlantic 
seaboard states as a result of the increasing use of motor trucks? 

Will there be significant shifts in farm production within these states? 
If so, what will be the nature and order of these shifts and changes? 

It seems we have in this recent development of transportation an ideal 
problem which includes the fundamental and secondary factors required 
to apply a modification of Weber’s formulae, 7.e. 


Primary Factors 


. The weights of articles to be transported. 
. The distances different commodities must be hauled. 


op 


Secondary Factors 


Available alternative types of transportation. 

. The topography of the region and the kinds of roads. 
. Nature of the goods to be handled 

1. Bulky or compact 


J 
J 
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2. Perishable or non-perishable 
3. High or low value per unit of weight. 


2. This approach suggests a second point. What are the actual costs 
per ton mile of operating trucks in this region compared with rail and 
water transportation including, of course, local and terminal delivery 
charges? Only 25 per cent of the growers interviewed said they used the 
truck because it afforded a less expensive means of marketing, but the 
reasons given by the others such as quicker delivery, less handling, greater 
convenience, less damage to the produce in transport might be conceiv- 
ably translated into values which could be legitimately used to off-set 
actual costs of operating trucks. 

3. We may go one step farther in our inquiry relative to costs. When, or 
at what point do savings cease in the use of motor trucks? While Mr. 
Rasmussen’s analysis is not specific on this question, he has answered 
it indirectly by giving consideration to the limitations in distances fruits 
and vegetables are conveyed by growers and commercial truckers. In a 
Wisconsin study, it was concluded that potatoes, for example, could not 
be economically transported by truck more than 100 to 125 miles, 1.c., 
a one way haul with no return load. 

4. A natural sequence to the problem of costs is that of legislation 
controlling the movement of goods by truck over public highways. The 
data in this and similar studies might be assembled and used to ad- 
vantage by legislators in framing laws regulating competition among 
commercial truckers, limiting the operating radius of farmer owned 
trucks, settling upon equitable taxes to be assessed against motor trucks, 
governing hours of travel, and possibly take some steps toward assuring 
the social and economic welfare of employees by specifying hours, wages 
and conditions of employment. This might apply especially to those 
classed as drivers. 

5. I was particularly impressed by the figures cited in contrasting 
grades or quality of produces delivered by truckers and rail shippers, 
assuming these figures accurately reflect the situation. They suggest to 
one who is familiar with trucker’s practices in other parts of the country 
that this method of transportation is in different stages of development. 
Apparently the farmers and commercial truckers in the Atlantic seaboard 
states have had more years of experience in the business of providing 
their own transportation and in marketing their crops in terminals where 
truckers predominate. The produce which I observed brought to market 
by trucks in Illinois and Wisconsin cities was unquestionably lower in 
quality but not in grades than the fruits and vegetables shipped by rail. 
Many of the truckers and farmers lack experience in grading and packing 
the produce to conform to market requirements. They are also poor sales- 
men in many instances, which leads to price cutting. If these differences 
prevail between markets centered about New York City and Chicago, how 
general are they throughout the country? Will improved practices be 
adopted rapidly or slowly in the secondary markets? 

6. My last general point in this discussion and possibly the most im- 
portant one is the effect of motor trucks on the location of markets. 

The need for improved terminal facilities has been pointed out. Ii 
terminal facilities are established at strategic points in metropolitan areas 
for economical distribution, will they not resolve into satellite markets? 


i 
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I find it a little difficult to accept the point that motor truck terminals 
should be generally erected in close proximity to the terminals used by 
other carriers. Many changes might have occurred since the rail and boat 
terminals were established. In some cities the adjoining terminal arrange- 
ment might increase the costs to a point where the advantages of de- 
livering fruits and vegetables by truck from certain areas would be en- 
tirely dissipated. These losses would be brought about by (a) increased 
hauling time, (b) traffic congestion, (c) high rents, (d) damage in transit. 

Of possible alternatives in market organization one might be—the de- 
livery of produce to sub-terminals located near points of consumption. 
Then samples could be taken of different grades and lots and transferred 
to the central market to facilitate transactions. 

Another alternative is a continuous market in the greater metropolitan 
areas by moving the buyers to the produce concentrated at different points 
in the city. The terminals in this instance might specialize in certain types 
and grades of produce adapted to a localized demand. 

I see I have no time left, so I will take the liberty of passing some 
other minor points I had in mind directly to the author of this paper. 
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NEW YORK FOODS CONSUMPTION SURVEY’ 


ALEXANDER STURGES 
Bureau or AGRICULTURAL ECONOMICS 


In June 1935 a survey was begun in New York City, designed 
to show home consumption through the year of various foods 
and to indicate something of the relationships between consump- 
tion and family characteristics, income, and prices. This survey 
is being made with WPA personnel under the direction of the 
U.S. Bureau of Agricultural Economics and with the cooperation 
of the New York City Department of Public Markets, Weights 
and Measures. Information is obtained by routine questionnaire 
and enumerator methods. 

The sampling procedure is somewhat different from that usu- 
ally followed. Assignments to enumerators are made in such a 
way that every day a small but representative cross-section of 
the survey area is obtained. Because of this an average for one 
day is, so far as sampling variations are concerned, comparable 
with that for any other day. Differences in averages represent, 
therefore, differences in conditions over a period of time and not 
a partial change in sample as well. The method also provides a 
test of accuracy, based on day-to-day comparisons, in addition 
to those obtained by the ordinary error formulae. Ordinarily 
about 500 questionnaires a day are gotten. 

The plan of the study has been to gather consumption informa- 
tion on a small group of allied products during a two- or three- 
week period. When this is completed a similar period is devoted 
to another group of products. This process is followed for five 
groups of foods—dairy products, meats, fruits, vegetables, and 
cereals. Since November 1 the information obtained regarding 
the nature of the samples has allowed the food group to be 
changed daily rather than every two or three weeks. 

Depending upon the food group consumption information re- 
lates usually to the previous seven days. The first fruit and vege- 
table records, however, were for the previous three days. 

The following brief analysis regarding the consumption and 
demand for oranges in New York City is of interest in that the 
effects on consumption among using families of income and price 
differences are indicated, that the demand is rather inelastic, and 
that the size of family is not apparently a factor. The data used 
here consist of 624 records taken on three days in July. They in- 


1This paper was read at the Twenty-sixth Annual Meeting of the American Farm Economics 
Association at New York, December 27, 1935 
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clude only those records which showed the purchase of some 
oranges. A different set of influences, or different effects of the 
same influences prevail in the case of variations in amounts 
bought than prevail in the case of variations in the proportions 
of users in any group of families. A separate analysis is required 
for each problem. That considered here concerns only variations 
in consumption among users. 

Considering the effect of the three factors, size of family, 
income, and price paid for oranges on the number of oranges 
bought during a three-day period, a cursory examination indi- 
cates the desirability of expressing these variables in terms of 
their logarithms. The regression is then linear for all of the 
variables. 

Of the three second order partial correlation coefficients, that 
between amount and size of family is .1068. While differing sig- 
nificantly from zero and hence indicating a real relationship, this 
relationship is apparently of negligible importance compared 
with the variation introduced from other sources. One explana- 
tion for this situation of small families buying as much as large 
ones involves the short period covered on each questionnaire. 
Large families may buy oftener than small ones. Tabulation of 
the whole survey, when completed, will make this clear if it is the 
case. 

As indicated by the second order partial correlation coefficients 
income is the most closely related of the three factors studied. 
The coefficient is .3278. This, for this sized sample, indicates a real 
relationship and one not likely to be less than r = .25 for the uni- 
verse sampled. The corresponding regression coefficient shows 
that a 10 per cent variation in income is associated with a 5 per 
cent change in amount bought among families intending to buy 
some oranges in any case. 

The relationship between price and amount is nearly as strong, 
the partial correlation being .2826. The true correlation is not 
likely to be less than  .21. The corresponding regression coeffi- 
cient shows that, among families intending to buy oranges at 
present prices, a 10 per cent difference in price is associated with 
an opposite difference of 4 per cent in amount bought. This is, of 
course, after having made allowance for the correlation between 
income, size of family, and price. 

A test, by variance methods, of the linearity of the partial re- 
gression line for amount and price shows the deviations from the 
line to be within the range explainable on the basis of sampling 
fluctuations. Hence, this ratio of .4 between the magnitude of 
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price and quantity variations is constant throughout the range 
of prices covered. In so far as sampling errors are concerned, the 
probability is but .05 that the true rate of change is more than .1 
different from that given. In other words, the chance is about 95 
out of 100 that the true slope of the line is between —.3 and —.5. 
In either case the response of quantity to change in price is small. 

Some part of the variation in prices is due to quality differ- 
ences, but by far the larger part is associated with geographical 
differences within the area surveyed. Some of this latter is re- 
moved with the elimination of income effects. In the analysis of 
the whole survey it will be possible to remove most of such 
variation. 

The completed analysis, too, of which this is but a preliminary 
report of a small fragment, may change somewhat the values 
given above. 

Below are two tables showing the average numbers of oranges 
bought at various prices and at various incomes: 


TABLE 1.—AVERAGE NUMBERS OF ORANGES BOUGHT, By PRICE 


Price Number per family 
in 8-day period, 
Cents each July 1935 

5 6.3 

4 §.7 

3% 5.4 

3 

2% 7.2 

2 8.9 

1% 8.6 

9.5 

Average all prices 8.0 


TABLE 2.—AVERAGE NUMBERS OF ORANGES BOUGHT, BY INCOME 
Number per family 


Family income i 

Over 105 12.0 
76-105 12.0 
75 10.1 
86— 45 10.0 
26-— 35 8.8 
16— 25 7.0 
6-— 15 6.7 
Under 6 6.2 
Average all incomes 8.0 


Discussion By EK. R. Frencu 
ATLANTA CoMMIssION Company, New York City 


This discussion of the previous speaker’s paper is being done with some 
trepidation and with the clear knowledge on my part that it falls short 
of thoroughness. Time has been a decidedly limiting element, inasmuch 
as Mr. Sturges’ paper was received only this morning. To give the discus- 
sion proper study, as well as review kindred analysis, was an impossibility, 
particularly, in view of the fact that office duties, of necessity, engaged 
more or less of my time during the day. Because of this time limit restric- 
tion, my remarks must be considered mere observations and not a dis- 
cussion. 
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A point concerning method or technique came to mind in reviewing the 
paper in question. Namely, the manner in which incomes per family were 
obtained, and their reliability as to accuracy. In the interpretation placed 
upon the described procedure, it is assumed that the questionnaire or 
interview method was the one employed in obtaining these incomes. This 
approach has proved unsatisfactory and inaccurate in practically all cases 
in which the speaker has had occasion to use it. Many of the people 
interrogated became incensed and refused to answer, while others gave 
false amounts deliberately to mislead. Obviously, unless one is sure that 
the family incomes are reasonably correct, the results showing the correla- 
tion between this factor and quantity of purchases are to be accepted with 
qualification. 

The disclosure of the not too well known fact that a rather marked 
correlation exists between incomes, or buying power, and the quantity of 
purchases of oranges has, in my opinion, marked eccnomic significance. 
If we might consider the principle or so called economic law of relation- 
ship, or dependence, thus portrayed, applicable on a large or national 
scale in the same ratio as found in the New York sample, namely, that 
with an increase of 10 per cent in income, orange purchases will increase 
5 per cent. Then, we could expect that with the bringing back of the 
national income to the 1929 level, or to a figure which would practically 
double that of the low point of the depression, the consumption of oranges 
would increase close to 50 per cent from its low point; or, if such an 
expression were disallowed by a limited production, the enlarged demand 
would be reflected in considerably higher values. That results of this kind 
would follow, because of multiplied national buying power, is a logical de- 
duction; the speculation being only a matter of degree. 

It is pertinent to consider whether similar correlations, as was shown 
for oranges, are prevalent between incomes and quantity of purchases— 
consumption—of other fresh fruits and, if so, to what degree is this factor 
influential. The information which has already been developed pertaining 
to this subject is somewhat meagre. A survey, however, conducted among 
400 families in New York City in 1930 by the New York State Board of 
Housing throws light upon this point. It was revealed through this study 
that as family incomes increased from $1,500 and under per annum to 
$5,000, the dollars expenditure per family for fruits increased from $33 to 
$160, and for vegetables from $46 per family to $202. Since the report 
does not state, it is concluded that these figures cover all fruits and 
vegetables, whether fresh or canned. Of all the different classes of foods 
which were studied, fruits and vegetables were outstanding, the most 
sensitive to changes of income. In other words, the demand varied directly 
with income and in a distinctive and pronounced way. 

Further confirming the fact that the demand for fruits and vegetables 
increases with the increase of family buying power are a body of data 
showing a partial breakdown of the consumers’ food dollar spent at the 
retail store by different family groups, which I personally have had occa- 
sion to analyze. In the case at point, the income of families patronizing 
different stores were determined in accordance to rents paid; rents being 
used because they have been found to be an excellent index of income. 
The analyses showed that as rents increased, a consistent larger ratio 
of the food dollar was spent for fresh fruits and vegetables. With an ad- 
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vance of 100 per cent in rents, the cents of the retail dollar spent for fruits 
and vegetables advanced 75 to 90 per cent. 

It is not necessary, however, to turn to specific cases to find similar 
results portrayed. If we refer to volume and prices of fresh fruits and 
vegetables during the prosperity and depression, i.e., during the periods 
of large and small national income, we observe the varying demand for 
produce, only in this instance the comparison is not between families of 
varying economic status, but is between varying incomes for the same 
national body. While the national income was shrinking 40 to 50 per cent 
from 1930 to 1933, the volume of consumption of fresh fruits and veg- 
etables, as measured in commercial tonnage, was reduced about 12 per 
cent; while wholesale prices were reduced approximately 35 per cent. In 
other words, declining demand was reflected both through restricted 
tonnage and precipitous drop in prices. In presenting these figures, it is 
appreciated, of course, that commercial shipments, including imports as 
well as truck movement, is not a wholly dependable measure of consump- 
tion, particularly in times of increasing production through home gardens, 
as well as subsistence and large industrial gardens, since these figures are 
not included in commercial tonnage. 

From what has been said, it may be inferred, and logically so, that 
through continued and further expansion of business activity and mul- 
tiplication of the national income that fresh fruit and vegetable consump- 
tion will mount in an important way. It is of course speculative as to what 
percentage of this increase will move through commercial channels. Many 
are of the opinion that home gardens, which have now been started in a 
vast way, will not only continue but will also expand, in view of the shorter 
week which has been established for certain industrial and white-collar 
workers. 

If one dared to speculate upon the future and attempt to gauge the 
trend in accordance with the past, he would want to try, of course, to find 
an answer to this question—Will the work week be further shortened 
giving increased idle time to millions of heads of families and, if so, will 
this increase the importance of the home gardens as a source of supply 
of fresh fruits and vegetables? It would seem that from the commercial 
growers viewpoint, this is an important consideration. 
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RESEARCH AS A BASIS FOR GRADING 
FRUITS AND VEGETABLES’ 


CuHartes W. Hauck 
Onto State UNIVERSITY 


Sixteen years ago in Yakima, Washington, I was introduced to 
the technique of apple inspection. It was my naive belief at that 
time that grades for so stable and universally used a commodity 
were and ought to be pretty permanent. If I had been asked at 
that time to estimate how often those standards would be altered 
in the next 16 years I probably would have replied, ‘‘They’re 
fixed. The growers and the trade seem satisfied with them. They 
don’t need changing, and they aren’t likely to be changed in any 
essential particular.’’ 

How wrong I would have been! Those grades have been juggled 
about more or less almost every year since then, and at times 
fundamental changes have been made. In fact, it was provided by 
law that a conference of interested parties should be held once 
each year for the express purpose of considering proposed 
changes. I even found myself attending one of those conventions 
in Spokane as an enthusiastic delegate in 1920! 

In that convention we wrestled among ourselves and finally 
adopted certain provisions, certain terminology, certain descrip- 
tions which represented what the majority of us thought were to 
the advantage of the Washington shippers of apples. We may 
have been right, or we may have been wrong. Certainly later 
grade and pack conferences disagreed with us on many points. 
At any rate we did the best we knew how, and we were guided 
solely by what we thought were the interests of the apple industry 
of the state. If we thought the current grades did not permit us 
to pack as large a volume of Northwest Extra Fancy Winesaps as 
could be sold to the trade without injuring our reputation we 
proceeded to revise the grades to that end. We weren’t hampered 
by any philosophic considerations of the needs and purchasing 
power of consumers in far-off New York and Atlanta. Our deci- 
sions were based not on scientific facts but on opinions and.pre- 
judice and self-interest. 

Happily not all of our fruit and vegetable grades have been 
devised by such provincial trial-and-error methods. Those apple 
grades in fact are no longer subject to such whimsical alteration. 
Federal standards have been developed for all leading fruits and 


1This paper was read at the My ~—¥ Annual Meeting of the American Farm Economic 
Association at New York, December 27, 1935 
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vegetables, and much investigation of trade practices lies at the 
foundation of every one of them. 

Four years of participation in that investigational work con- 
vineed me that any other method would have been too slow for 
practical purposes. The demand for grades for commercial usage 
by large seale operators in distant producing areas had to be met 
as promptly as possible. Had these grades awaited the much 
slower processes of experiment in laboratory and elsewhere, 
analyses of consumer demand and comparisons of returns from 
various possible grading methods, much of the momentum gained 
by the standardization movement in the last two decades might 
have been lost. Probably we would not yet have commercial 
grades for more than a very few commodities in this field. How- 
ever, it seems to me that the time now has come to consolidate the 
trenches already gained, and to set about exploring the possibili- 
ties of making further advances in new directions. We are now 
better prepared for the much slower rate at which these further 
advances must be made. 

We cannot hope to eliminate the culls and seconds entirely 
through better production practices. So long as nature plays so 


large a part in agriculture we are going to grow some produce 


of inferior grades. The problem facing each grower is to decide 
whether he will be better off to sell it for what it will bring, or to 
‘dump it over the bank.’’ If he decides to sell, his problem then 
becomes one of deciding how it ought to be graded to bring the 
greatest net returns. U.S. grades apparently do not always fur- 
nish a satisfactory solution. 

In many cases despite continued educational and legislative 
effort present grades are not being widely used by growers, espe- 
cially smaller growers and those close to their markets, as a basis 
for sorting and packing their produce, nor by shippers and re- 


ceivers as a basis for transactions, nor are they recognized by } 


ultimate consumers. 

On September 15, 1933, a standardization law went into effect 
in Ohio requiring that all containers of fresh fruits, vegetables 
and honey be marked, among other things, with a statement of 
the grade contained therein. It was provided that if the products 
were graded in compliance with the requirements of federal 
grades the containers must be so marked, but if not, they should 
be marked ‘‘Grower’s Grade.’’ It was anticipated that this would 
encourage grading under federal standards, inasmuch as the 
term ‘‘Grower’s Grade’’ permitted a different interpretation by 
each packer, and therefore, if used, would promote no greater con- 
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fidence among purchasers than if the goods remained unmarked. 

This law has been almost wholly ineffective in stimulating 
standardization. Other states have had similar experiences. Is 
that plain obstinacy or inertia, or can it be that the grades are 
at fault? Are they properly designed on a scientific and economic 
basis? Can it be demonstrated, for instance, that every onion 
grower in New York as well as in Texas would be better off finan- 
cially to sort and sell his crop on the basis of U.S. grades, or on 
the other hand that the variations expressed in the federal grades 
for apples, or tomatoes, or cucumbers not only suit the needs but 
the pocketbooks of consumers of all classes everywhere? 

In an address before the National League of Commission Mer- 
chants last January, M. P. Rasmussen pointed out this twofold 
problem. He said, in part, 


Many ... believe all marketing difficulties would be solved if only ... 
high quality produce were permitted to come on the market. Studies of 
average family incomes, however, indicate that many families in the 
lower income groups would practically have to cease consuming fruits 
and vegetables if only first-class produce came to market. It would be 
almost as logical to say that only Cadillac and Packard motor cars should 
be permitted to be sold. . .. Grades and qualities of fruits and vegetables 
must be adapted to family incomes just as much as motor cars. A great 
many housewives, with small purses, know they get more real food per 
dollar if they buy the medium or lower grades, than by paying the higher 
prices for the best quality produce. 

Growers and shippers are generally criticized for not grading carefully 
according to State or Federal standards. These same growers and shippers, 
however, are insistent that they do not get paid for grading to prevailing 
standards, and cannot afford to keep their poorer produce at home. As 
a matter of fact, the grower and shipper follows the practice of putting up 
his produce in the manner which he believes will result in the maximum 
net returns for his year’s work. 


Promulgation of all federal grades for fresh fruits and vege- 
tables has been guided by the following principles: 
1. What will carry to market? 
2. What has proved profitable in large scale commercial 
practice? 
3. For what commercial use is the product destined? 


Some of the investigational work upon which the current grades 
have been based may well be dignified by the name of research. 
Much meritorious fact finding and analysis has been under way 
continuously by the U. S. Department of Agriculture, assisted 
by certain of the states, since the first federal grades for potatoes 
were issued at the request of the Food Administration in 1917. 
The development of standards for additional products and the 
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revision from time to time of standards previously promulgated, 
have resulted only after substantial investigation of grading 
practices of large growers and shippers and of marketing customs 
of dealers, supplemented by some work of an experimental nature. 

More recently scientific methods of measurement of various 
factors of quality and condition have begun to come into use, and 
it is to be hoped that such methods may be adapted rapidly to 
the grading of fresh fruits and vegetables. Thus far the greatest 
advance in this direction has been made in formulating and ap- 
plying grades for canned goods. To quote Paul M. Williams? of 
the Canned Foods Grading Service of the Bureau of Agricul- 
tural Economics: 


All of the grades for canned fruits and vegetables, whether in their 
tentative or officially promulgated forms, have undergone more or less 
scientific research. In each of the grades for these commodities a scoring 
plan is incorporated in which the various factors of grade are weighted, 
each being assigned what we believe to be a fair evaluation of the im- 
portance of each factor in the scale of 100. Admittedly, the determination 
of the score for some factors has been accomplished by means of organo- 
leptic tests. However, as the opportunity has afforded money, and means 
and personnel have been available, we have sought mechanical methods 
by which these various factors could be determined, thus removing certain 
of the factors from the realm of personal opinion. Good examples of 
research in this field are those relating to the development of net drained 
weight schedules in the grades for canned tomatoes, the determining of 
proper acidity standards for such commodities as canned sauerkraut and 
certain fruit juices, the development of the penetrometer method of de- 
termining the consistency of more or less plastic products such as canned 
cream style corn, apple sauce and canned pumpkin, the determination of 
color standards based upon the Munsell color system for quite a wide 
range of commodities, the development of suitable means for determining 
the tenderness and/or maturity of commodities such as canned peas and 
canned corn, a method enabling us to determine the turbidity of liquids, 
and research involving the use of such instruments as the refractometer 
and the microscope in determining soluble solids and the detection of 
defects. 

We feel that as we have the opportunity it is of utmost importance 
to have the necessary research work done to develop suitable instruments 
for use in the grading of certain commodities. You understand, of course, 
the limitations under which this rather new work is being conducted, but 
progress is being steadily made. The Bureau plans to devote as much time 
and attention as conditions will permit in the field of scientific research 
in connection with canned fruit and vegetable grades. 


Though studies of consumers’ needs and buying practices are 
being made with greater frequency and greater skill, and under 
a wider variety of conditions, relatively little is yet known about 


2 Letter, November 5, 1935. 
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the sizes and qualities of produce consumers in various income 
groups prefer and are able and willing to pay for. What is known 
has not yet exerted any measureable influence on the grades for 
these products. 

Not much more is known about the relative costs of grading 
under various standards, nor what standards yield the largest 
net returns to growers. Certain practical difficulties are obvious 
in making direct comparisons of this sort under commercial con- 
ditions, but these are not insurmountable. Corbett® has contrib- 
uted a significant study of costs and returns from grading vege- 
tables in the Providence market, indicating that under conditions 
there at the time local growers received greater net returns when 
not grading in conformity with the rigid requirements of the New 
England standards. Can we conclude that the same results would 
be attained elsewhere, or even in Providence under other condi- 
tions? Certainly we are still far from having sufficient or conclu- 
sive evidence to justify any revolutionary change in grading 
standards. 

On the other hand how can we be sure that blanket recommen- 
dations of current grading practices are serving the best interests 
both of farmers and consumers? Indeed, the evidence rather 
confirms the opposite; otherwise self-interest probably would 
have prompted a much more rapid and more widespread adoption 
of the present grades by both groups. In short, we ought to make 
sure as early as possible that all our grades are based not only 
on theory, nor even upon long-established customs and trade 
practices, but rather upon accurate and scientific measurements 
of consumer demand and costs and returns to producers with 
appropriate consideration being given to any differences which 
exist between markets and types of trade outlets. 

Intended commercial use of the product wisely has been a 
guiding principle in the establishment of all our present federal 
grades. We have grades for fresh apples which differ from the 
grades for apples for canning and for sauce. We have separate 
grades for fresh tomatoes, for tomatoes for canning, and for 
tomatoes for pulp. 

In the words of Lloyd S. Tenney,‘ 


It is frequently necessary to provide more than one set of grades for 
the same product in order to evaluate it properly for certain specific uses. 
To illustrate, a medium-sized apple of very attractive color is more ac- 
ceptable to the purchaser of dessert fruit than a larger but poorly colored 


* Corbett, R. B., A Study of the Costs and Returns from Grading Vegetables, R. I. Agr. 
Exp. Sta. Bulletin 249, January, 1935 


‘Tenney, Lloyd S., National Standards for Farm Products, U.8.D.A. Circular No. 8, 1930. 
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apple of the same variety, and therefore it grades higher for that purpose. 
The reverse would be true if the fruit were sold for canning purposes, 
where the cost of peeling is a consideration and color is not. If the apples 
were to be manufactured into vinegar, neither color nor size of them- 
selves would affect value. 


Perhaps the solution lies partly in promulgating grades 
adapted to separate and distinct uses by consumers, just as sep- 
arate grades have been developed for canners and for fresh use. 

Studies have been made to determine the suitability of the 
canner’s grades for the canner’s purposes. A very few studies 
have been made, notably in Utah and in Ohio’ on tomatoes, to 
ascertain the value of each grade to the canner, and thus to guide 
him and the grower in the prices agreed upon for graded toma- 
toes. It may be significant that cannery tomato grades have been 
adopted more rapidly than most other grades. But even in this 
field the surface has only been scratched. Much more experi- 
mental data are needed before we can be sure that U.S. No. 1 to- 
matoes, for instance, are worth $10 a ton to the canner when 
U.S. No. 2 tomatoes are worth $5, that the line of demarcation be- 
tween the two is scientifically correct, and that the definitions 
of these grades and of culls are such that both seller and buyer 
are treated as fairly as possible. 

. Though canners and driers and by-product manufacturers use 

far less of the total quantity of fruits and vegetables than is used 
fresh, yet scientific measurements of consumers’ needs and will- 
ingness to pay for various sizes and qualities of fresh fruits and 
vegetables are almost wholly lacking. Are consumers’ require- 
ments the same everywhere, or are there significant differences in 
different markets which should be recognized and capitalized by 
the farmer in preparing his crops for his particular market? 

A few years ago Waugh* carried on a comprehensive piece of 
work in Boston designed to measure the relationships between 
size, color and other qualities of certain vegetables and the prices 
paid for those vegetables in the wholesale market. As a guide to 
research methods, that study is of value in seeking a solution to 
the present problem, though it did not deal with prices to con- 
sumers. It is my opinion that similar studies dealing with prices 
paid in retail stores as well as in the wholesale market, because of 
the more fixed character of retail prices, would yield results of 
great usefulness in placing fruit and vegetable grades on a more 
scientific basis. Jobber’s prices are subject to variations which 

5 Hauck, Chas. W., Marketing Cannery Tomatoes on Grade in Ohio, Ohio Agr. Exp. Sta. 


Bulletin No. 504, August, 1932. 
6 Waugh, F. V., Quality as a Determinant of Vegetable Prices, Columbia Univ. Press, 1929. 
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have no apparent relation to changes in quality, and are explain- 
able only by the influence of variations in the relative bargaining 
ability of buyers and sellers. I have seen a jobber sell 3 ten-sack 
units of potatoes from a given lot, all of one grade and from one 
grower, to three separate buyers at three different prices within 
an hour. I have seen a jobber charge one buyer $1.50 a bushel for 
5 baskets of McIntosh apples of the same lot from which he had 
sold 5 baskets ten minutes earlier to another buyer at $1.75. Ihave 
seen tomatoes of one grade and pack sell from 80 cents up to 
$1.10 and back down again to 70 cents within a few minutes de- 
pending not on quality but on the buyers and their haggling 
ability. These variations obviously are hard to exclude from the 
data, and to the extent which they enter they detract from the 
dependability of the study. Fortunately for the purpose which I 
have in mind, such juggling of prices is much less common in 
retail stores where consumers are the patrons. 

In Wilmington, Delaware, a study’ of retail prices charged for 
various grades of eggs revealed little relationship between qual- 
ity and price. In Columbus, Ohio, an unpublished study of retail 
prices and quality of various fresh and canned fruits and vege- 
tables told the same story. There we dealt with two varieties of 
apples, nine fresh vegetables, canned red sour cherries and five 
canned vegetables. 

In this Ohio study, correlations of price with various factors 
of grade resulted in low coefficients. This of course does not prove 
that grade specifications are wrong. It does indicate either that 
consumers don’t recognize quality (at any rate they don’t reward 
it by paying a premium to get it) or that retailers base their 
prices upon factors other than quality, or that our standards of 
quality differ substantially from those which consumers consider 
important. 

It is my belief that all three of these factors play a part, and 
perhaps others. Those that are capable of measurement ought to 
be studied. Let us find out what consumers want, why they want 
it, and what influences them in their buying. Some well-planned 
research in that direction may break the log-jam in our grading 
program, and secure acceptance of standard grades by producers 
who hitherto have not used them. 

Opinions of retailers tend to reflect preferences of consumers. 
Yet the retailer prefers to maintain prices as constant as possible, 
and seeks to buy in the wholesale market at prices which will 


™ Benner, Claude L. and Gabriel, Harry S., Marketing of Delaware Eggs, Univ. of Delaware 
Agr, Exp. Sta., Bulletin 150, July, 1927. 
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permit him a profit at his usual quotations. Thus consumer’s 
preferences are not always accurately reflected by retailers’ pur- 
chases. The retailer is slow to adjust his prices, and the relation- 
ships between the quality of his offerings and the prices asked 
may not be drawn very fine. Therefore we ought to supplement 
retailer studies with consumer studies if we are to avoid misin- 
terpretations of consumers’ preferences. Lininger® has alluded 
to this phase of the question in his recent studies of potato mar- 
keting in Pennsylvania. 

Some efforts have been made to educate consumers and retail- 
ers to recognize grades and to carry on their transactions in the 
terms provided. Results have been almost negligible. Housewives 
can’t tell the difference between one grade and another. They 
apparently are little concerned with grade terminology, but are 
interested primarily in buying the product which they believe 
suits their needs and which they can afford. Distinctions that are 
clear enough to the shipper and to the jobber are unintelligible 
to the household purchasing agent whose 25-cent piece ringing on 
the counter of the corner grocery provides the means of putting 
the goods into final consumption. It seems that not all parties to 
the transaction speak the same language. 

A coordinated program of research, adequately supported, can 
carry us a long way in providing a common language. It seems to 
me such a program should be a joint venture of the Federal Gov- 
ernment and certain typical states in various parts of the country. 
The objective is worth while, indeed fundamental. 

By this means we can make inquiry by approved and uniform 
methods into such matters as the following: 


1. To what extent do consumers’ requirements for fruits and 
vegetables vary from place to place, from time to time, from 
class to class? 

2. How do costs and net returns to growers vary with different 
types of grading practices? What sort of grading can grow- 
ers best afford? For example, what minimum percentage of 
‘‘U.S. No. 1’s’’ in a crop is necessary to make it pay better to 
sort them out to sell separately, and under what conditions 
would the grower be better off to sell his crop ‘‘field-run”’ 
with a minimum of grading? 

3. Should growers who sell in Atlanta grade the same as those 
who sell in Chicago? 


® Lininger, F. F., Potato Marketing in Pennsylvania, Penn. State College Bulletin 278, 
May, 1932. 


Grading of Fruits and Vegetables 401 


4, Should growers who sell through jobbers grade the same 
as those who sell direct to retailers? 

5. Would greater or less national uniformity in grading prac- 
tices yield maximum returns to growers and maximum satis- 
faction to consumers? 


Other pertinent questions can readily be suggested. It seems to 
me that anyone who seeks to give an answer ought to have facts 
at his disposal which thus far we do not have. 

Then, too, scientific analyses of these factors would contribute 
greatly to a ‘‘planned agriculture.’’ If planning involves adjust- 
ment of production to demand we should be prepared to say 
whether adjustment in total volume of a given commodity is 
sufficient, or whether adjustment should be made in the amount 
of each grade offered. To paraphrase Rasmussen’s illustration, 
should we run a percentage of the Fords only into the Detroit 
River, or should some of the Studebakers and the Packards be 
run off the gangplank along with them? 

We work out feed and fertilizer formulas for regions and even 
for individual farmers. We adjust the grade of fertilizer to the 
needs of the land, and the grade of feed to the needs of the live- 
stock. This implies scientific measurement of these needs and 
scientific blending of the proper ingredients. There have to be 
taken into account also net returns to the manufacturer as well 
as ability of the purchaser to pay for what he buys. It seems 
logical to believe that something of the same sort might well be 
undertaken with fruits and vegetables intended for human con- 
sumption. 


Discussion By W. G. Mean 
AGRICULTURAL ADJUSTMENT ADMINISTRATION 


Professor Hauck has presented a comprehensive statement of the gen- 
eral problem respecting the applications of grades and grading practices 
in the marketing of fruits and vegetables. In describing the development of 
our present grades, he refers to the relatively recent origin of federal and 
state grades, and to the fact that the original demand for standardized 
—— procedure first came from the commercial areas distant from 
market. 

Even though the operations of the Food Administration during the 
World War in initiating federal grades for potatoes demonstrated the 
possibilities of officially recognized standards as a basis for price quota- 
tions and market dealings, it was logical that growers and shippers in 
the more distant areas should realize the need for such standards in selling 
and distributing their products to receivers in markets thousands of miles 
away. 

These groups generally were interested in the establishment of stand- 


402 W. G. Meal 


ardization to facilitate large-scale merchandizing methods. They wanted 
a standard which could be made a basis for quotations and dealings in 
the product nearly two weeks before it could be delivered in the market. 
Consequently, the federal grades were based in part on the grading and 
packing methods followed by these large-scale operators, and in part on 
investigation of trade practices in the produce trade. 

After sufficient time for a thorough trial, the best—and the ultimate 
test in the long run, of the value of adjustments in marketing practices 
is the extent to which they are followed. In my opinion Hauck has well 
summarized the general picture with respect to the present use of federal 
grades when he says, “In many cases despite continued educational and 
legislative effort, present grades are not being widely used by growers, 
especially those close to their markets, as a basis for sorting and packing 
the product, nor by shippers and receivers as a basis for transactions, nor 
are they recognized by ultimate consumers.” He has also indicated that 
legislative efforts in various states however laudable their purpose to 
improve the quality of local fruits and vegetables have not been able to 
force the general use of official grades when these standards are not 
adapted to local conditions. 

I believe that we should re-examine carefully the objectives of stand- 
ardization. We know that many growers do not put up their produce ac- 
cording to the present official standards. Many of us have found ourselves 
in situations in which our discussions, demonstrations, news releases and 
letters designed to show such growers the advantages of better grading 
practices have been almost in vain so far as accomplishing the purposes 
of these projects. To some this situation has been disturbing as the use 
of standard grading methods is considered essential to sound merchandis- 
ing procedure. We may have condemned too quickly the business judg- 
ment of the growers and shippers with whom we dealt. We may have 
overlooked the fact, however, that growers and shippers have their pro- 
portionate share of normal human intelligence and are able to adjust 
themselves to practices which prove profitable. Our educational methods 
may have been adequate but our sales material inadequate for the situa- 
tion at hand. If our federal and state grades are intended to provide only 
an official “yardstick” of quality for commercial dealings in fruits and 
vegetables, it is one thing. It is quite another matter when these standards 
are used in determining the quality of a crop as a basis for merchandizing 
policies to be followed by the growers concerned. The latter question can 
provoke plenty of discussion under almost any circumstances and is 
difficult to answer definitely. 

Hauck sets forth in detail a number of questions which bear on the 
determination of a proper basis for economic grades. While I follow his 
conception of the term “economic grades,” I do not find that he has 
definitely stated it. Such a general definition is extremely difficult and 
depends largely upon the viewpoint of the person making the definition. 
For purpose of discussion I would suggest that “economic grades” refer to 
quality classifications in which a grower may divide his total crop for 
marketing in such a way as to obtain the maximum net returns for his 
time and money invested for the year, and which will enable consumers 
to purchase the crop in such a manner that they receive maximum value 
for each dollar spent. The mere statement of these conditions implies a 
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large number of questions but it describes the general nature of the prob- 
lems with which we are confronted. 

When we consider the application of standardization from this view- 
point, we can begin to understand why in certain instances many efforts 
to convince growers and shippers of the value of official grades was mis- 
directed energy. These individuals are chiefly concerned with the number 
of dollars received from their efforts during the course of the year. Before 
it can be determined whether these individuals should use official grading 
standards on such an economic basis a number of questions must be 
answered. For example, what is the relation between the cost of grading, 
if any, and the additional income which the grower receives for this addi- 
tional effort? Whether his crop runs better or worse than the average in his 
locality, the grower is chiefly concerned with marketing the largest pos- 
sible proportion of his crop at the best possible total return. Can he af- 
ford to put it up as U. S. No. 1, should he pack it according to his own 
notion of adequate grading, or simply sell it orchard or field run? I suspect 
that at least one other factor has a bearing on his decision and that is 
the demand for graded produce as well as the premiums for such quality in 
the market outlets which he finds available. This immediately brings up 
another problem of the extent to which specific quality standards for 
fruits and vegetables in one market differ from those in other outlets. 
Corbett hints at this situation although further analysis of this problem 
would be necessary to arrive at any definite conclusion. The ramifications 
of this problem are best seen in the nearby producing areas because grow- 
ers in these areas ordinarily have considerable opportunity to choose be- 
tween several available methods of sale. 

With respect to the interest of the ultimate consumer in standard grades 
for fruits and vegetables there are at least two views. One is that the 
housewife need not be concerned with whether or not the products she 
buys have been graded according to official standards, because in any 
case she buys the most attractively displayed products which are within 
the limitations of her family budget. In other words she buys by “eye” 
and external appearance is of chief importance. The other is that the 
housewife has some knowledge of the food value of the different grades 
available and will select that which gives the maximum at the price. 

This merely means that our present knowledge of consumer’s buying 
habits is extremely limited and adequate research in this direction is 
needed as a basis for sound economic grades. Many complicating factors 
enter such an analysis, but after all the situation is naturally complex on 
account of pricing policies of retailers, the practice of offering “leaders,” 
the aggressive pushing of certain brands or varieties instead of others, 
the practice of basing individual sales on popular “unit purchases” (so 
much for twenty-five cents), and the like. Further complications are in- 
jected into the situation with respect to some products as boxed apples 
and citrus fruit which are ordinarily priced according to size and which 
include varieties of different characteristics. 

Above all we need to measure the relation of the various income levels 
of city people to the demands of these consumers for quality in fruits 
and vegetables. Do families having large incomes always purchase the 
higher qualities? Do the families with low incomes purchase on the basis 
of food value, instead of paying most attention to the external appearance 
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of the product? Is this relation similar as to individual fruits and veg- 
etables? Or, for example, is there a decided difference in this respect 
between Florida or Louisiana strawberries and late crop potatoes? Do 
the quality demands for fruits and vegetables vary with changes in the 
levels of food prices, with the time of the year, and with the nationality 
of people? These are only some of the questions which we need considered 
if a grading policy is to be developed on an economic basis to serve both 
growers and consumers. 

Adequate answers to these questions assume even greater importance 
when growers attempt quality regulations indirectly through local legisla- 
tion, or directly through marketing agreement programs and particularly 
when these regulations affect the quality of the crop offered for sale. 
Should culls or number 2 grade be excluded from market completely in 
the event the total crop can be sold only at low prices? Does this mean 
that such programs result in a partial loss of market, or will the former 
consumers of the low grades take the same quantity of the higher grades 
at the higher prices? Can quality regulations be designed to influence 
price levels in a sound manner for the products concerned, or can they be 
best applied to those grades which do not return costs of harvesting and 
marketing? Again, the type of consumer demand for each specific product 
must be considered. There is no question but that successful regulation of 
shipments by quality places heavy emphasis on the significance of what 
is implied in the term economic grades. 

I agree with Professor Hauck that we need carefully planned research 
of this general problem if fruit and vegetable growers and shippers are to 
develop sound merchandizing policies for themselves as individuals, and 
operate successfully their industry-wide and marketing agreement pro- 
grams which include grading problems. 
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URGENT NEEDS FOR RESEARCH IN MARKETING 
FRUITS AND VEGETABLES’ 


Freperick V. WauGH 
Bureau or AGRICULTURAL ECONOMICS 


In my opinion research dealing with the marketing of farm 
products has suffered from two major defects. The first defect 
is that most marketing studies have been local in character and 
have not been coordinated in such a way as to lead to definite 
conclusions on the most important regional and national prob- 
lems. The second defect is that there has been too much speciali- 
zation by commodities and perhaps too little specialization by 
functions (such as transportation, city distribution, etc.) and by 
institutions (such as commodity exchanges, chain stores, etc.). 
Before suggesting a list of specific subjects which I believe merit 
careful study in the near future, I should like to indicate briefly 
the general lines of reorganization of marketing research which 
seem to me desirable. 

Research in the marketing of farm products is conducted 
mainly by state experiment stations whose work is limited largely 
to single states. The most important marketing problems, how- 
ever, should be studied on the basis of market areas. The market- 
ing of Iowa hogs presents important problems which cannot be 
studied in Iowa, and the marketing of Aroostook County, Maine 
potatoes cannot be improved greatly if the marketing specialist 
must work only in Aroostook County. In so far as possible mar- 
keting research should be organized and conducted on the basis of 
market areas, such as milk sheds, rather than on a state basis. 

Organization on a market basis obviously calls for cooperative 
programs of research in which several research agencies take 
part. Such programs require careful planning and free exchange 
of information. However, it can be done. Professor Rasmussen 
has presented some of the results of a marketing study made by 
several state experiment stations in cooperation with the Farm 
Credit Administration. The New England Research Council on 
Marketing and Food Supply has recently undertaken an ambi- 
tious program of research dealing with the marketing of dairy 
products. The six New England experiment stations and other 
research agencies in the area will cooperate with the Bureau of 
Agricultural Economics to carry out this program. Unless we can 
work together in this way our marketing research will be far 


1This paper was read at the Twenty- oe Annual Meeting of the American Farm Economics 
Association at New York, December 27, 19 
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from complete. In this connection I should like to say that the 
new Division of Marketing Research is anxious to coordinate its 
work in every possible way with that of the experiment stations 
and with that of other federal research agencies. 

Specialization by commodities is not a bad thing in itself, but 
when we all become specialists in wheat marketing, egg market- 
ing, vegetable marketing, and so on, there are important mar- 
keting problems which are nobody’s business and therefore are 
not studied. Examples of such problems are the development and 
regulation of satisfactory marketing facilities in the city, the 
development of a simple and practical system of retail grades for 
farm products, and the coordination of federal, state, and munici- 
pal laws and regulations governing marketing. These and many 
other important marketing problems are being neglected partly 
at least because they involve a number of commodities and no 
single commodity specialist feels called upon to study them. 
Should not some of us specialize on problems of this kind rather 
than on commodities? 

These brief remarks are intended as an introduction to a list 
of some marketing subjects which I believe should be studied. 
It will be noted perhaps that the list includes several subjects 
which involve commodities other than fruits and vegetables. The 
justification for this is simply that they are subjects of interest 
to the fruit and vegetable industry as well as to agriculture as a 
whole. The list also emphasizes regional and national problems 
because we have already made considerable progress in dealing 
with local marketing problems and I believe we need now to work 
out some way of reaching conclusions on questions of regional 
and national policy. The following list of studies is not intended 
to be inclusive. The field of marketing is very large and there are 
doubtless many kinds of research which need attention at this 
time. However, I believe the following list does include some of 
the kinds of studies which need attention. 


Consumption of Agricultural Products 


Three kinds of studies of consumption are needed. The first 
of these is the kind which has just been discussed by Mr. Sturges. 
Its purpose is to find out in detail the relation of consumption to 
such factors as the size and composition of the family, national- 
ity, and income. During the past ten years several surveys of milk 
consumption have been made. These surveys have developed a 
great deal of useful information on the consumption of milk, but 
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there have been very few studies of this kind on other agricul- 
tural products. The nation-wide study of cost of living now being 
conducted by the Bureau of Labor Statistics will provide a great 
deal of useful information of this kind, but doubtless will need to 
be supplemented with intensive studies in a few individual cities 
and towns. 

The second kind of consumption study deals with the relation 
of changes in consumption to changes in prices, to changes in 
supplies and prices of other commodities, and to changes in con- 
sumer incomes. Studies of this kind are particularly important 
and have not yet been developed nearly so far as they should be. 
The first requirement for studies of this kind is accurate series 
of consumption data. Some careful research is needed in order to 
build up good series of this kind for all the principal agricultural 
products. The competition between different foods needs partic- 
ular study. Very little progress has been made along this line so 
far and the development of various forms of production control 
and marketing quotas and the imposition of processing taxes 
make the subject particularly important at this time. 

The third kind of consumption study which is needed is the 
determination of long-time trends in consumption. Here again 
the greatest difficulty is, of course, in getting reliable data on 
consumption over a period long enough to establish trends. How- 
ever, the importance of the studies is perhaps obvious. We should 
know at least approximately the average annual increase or de- 
crease in the consumption of the major agricultural products, 
and we should be able to explain why shifts in consumption are 
taking place. 


Grades 


A continuous program of research is necessary as a basis for 
any sound program of grades and standards. We divided the 
consumption research into three kinds of studies, and here again 
there are three kinds of studies needed in connection with grades 
and standards. 

The first group of studies deals with market preferences and 
consumer preferences. A clear understanding of preferences is 
the first requirement to a good system of grades. This under- 
standing of preferences should be as specific as possible, and 
wherever possible should be of a quantitative nature, indicating, 
for example, the price differentials which usually are associated 
with variations in such characteristics as size, color, firmness, ete. 
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This kind of quantitative information will generally mean inten- 
sive and detailed statistical studies in addition to the question- 
naires and consumer surveys which were once popular. Such 
studies involve certain difficulties in statistical technique, but 
these difficulties are perhaps less important than the difficulties 
met in some other kinds of price analyses. There have been rela- 
tively few statistical studies of market preferences. Probably the 
technique of such studies could be improved a great deal. 

The second kind of studies needed as a basis for establishing 
grades and standards deals with the methods of controlling qual- 
ity on the farm and in the market. These studies deal with farm 
management methods and with methods of harvesting, hauling, 
grading, packing, storing, transporting, etc., with the effects of 
these methods on quality of products, and with the relative costs 
of different methods of performing these functions. A few years 
ago the Maine Agricultural Experiment Station made a very 
interesting study of the methods of harvesting, hauling, and grad- 
ing potatoes, the effects of these methods on the extent of bruises 
and cuts, and the relative costs of the different methods. When 
information of this kind is correlated with data on price differ- 
entials in the market, due to differences in the cuts and bruises, 
it gives information which is very useful in determining the 
amount of cuts and bruises which should be allowed under the 
various grades. 

The third kind of studies deals with the technical methods of 
measuring the important characteristics which are included in 
the grade definitions. A great deal of progress has been made in 
this type of research. Laboratory methods have been developed 
for getting objective quantitative measurements of practically all 
the characteristics which are important in determining the mar- 
ket value of the farm products. However, not all the laboratory 
methods can be used in the field, and doubtless important prog- 
ress will be made in developing the technique of grading. 

Before leaving the subject of grades and standards it is per- 
haps appropriate to remark that the next step in the United 
States should be the development of a more comprehensive sys- 
tem of retail grades which can be identified and used by the 
consumer. Although some progress has been made along this 
line in recent years, including some progress in the line of retail 
grades and labels for canned fruits and vegetables, most of the 
grades and standards have been developed primarily for use 
in the wholesale market. 
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Price Spreads 

Whenever food prices are either particularly high or particu- 
larly low there is a great interest in the spread between prices 
received by farmers and prices paid by city consumers. At the 
present time the interest in this subject is due not only to the 
fact that prices have recently been very low, but also to the fact 
that there are many new elements in the situation such as the 
rapid growth of direct marketing, the growth of chain stores, 
the imposition of processing taxes, and the recovery program in 
general. All of these developments have focused a great deal of 
interest on the subject of price spreads. From a long-time point 
of view, however, it is apparent that price spreads are always 
important. Marketing costs and charges play a very important 
part in our whole economic system. For example, they doubtless 
were an important factor in the agricultural depression of the 
1920’s and a contributing factor in business cycles. 

Accurate facts on price spreads are needed not only in the 
present emergency, but as a permanent part of our statistics of 
agricultural marketing. For this purpose there is a need for more 
accurate price data than we now have in order to make fair com- 
parisons between prices of agricultural products at different 
stages in the marketing process. In general, price quotations in 
the wholesale markets are based on specific grades, sizes, and 
states of origin. Most available series representing prices at the 
farm and prices in retail stores represent varying combinations 
of qualities and grades. For this reason an exact comparison of 
prices received by farmers and prices paid by city consumers is 
usually very difficult, at least unless special data are gathered. 
The Division of Livestock, Meats and Wool of the Bureau of 
Agricultural Economies gathers special data on retail meat prices 
in a few cities in order to make an accurate comparison between 
wholesale and retail prices. Similar special compilations of price 
data are needed for other commodities. 

In addition to obtaining the most accurate facts possible con- 
cerning price spreads, research is necessary to determine the 
reasons for changes in price spreads from time to time and the 
effect of such changes on agriculture. It should not be assumed 
that increased price spreads always mean lower efficiency or even 
that increased price spreads are always undesirable. An increase 
in the spread between prices received by farmers and prices paid 
by consumers may be due to lower efficiency, but it also may be 
due to higher wages in the distributing industry, to greater spe- 
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cialization in which the farmer turns over to the trade certain 
functions which he wants performed, or to a greater degree of 
processing, packaging, etc., to meet consumer demand. 


Chain Stores and Other Large Marketing Units 


The growth of chain stores and other large marketing units, 
including large processing companies, large distributing organi- 
zations, and consumer cooperative purchasing organizations, are 
of growing concern to the farmer. The marketing research pro- 
gram should include some studies of these large organizations 
in order to determine how they affect the farmer and to determine 
how the farmer should adapt his marketing methods to meet 
the situation. Most of these large marketing organizations repre- 
sent varying degrees of vertical integration, reaching back as far 
as possible toward the farm, and in some cases attempting to 
take over all the functions of processing, distribution, and mar- 
keting between the farmer and the consumer. Farmers’ coopera- 
tive marketing organizations, on the other hand, in many cases 
wish to carry their products as far as possible toward the city 
consumer, even, for example, performing the function of city 
wholesaling and distribution. The best policy for the farmer to 
pursue is not at all clear. In some cases the large distributing 


organizations appear to be able to bring about substantial reduc- 
tions in the costs of marketing. On the other hand, they may 
greatly weaken the bargaining power of the farmer. 


Marketing Facilities 


Such facts as are readily available seem to indicate that market 
facilities in the country such as creameries, grain elevators, and 
canning factories are fairly adequate, but that the market facili- 
ties in the larger terminal and regional markets of the country 
are very congested and inadequate, and that this results in a 
great deal of unnecessary expense in the distribution of perish- 
able agricultural commodities, particularly in fruits and vegeta- 
bles. The rapid increase in the transportation of these products 
by motor truck within the past decade has greatly changed the 
type of facilities needed for handling fruits and vegetables in the 
larger cities, and in general has made it almost necessary to pro- 
vide more space. 

Another factor in the situation has been the competitive build- 
ing of marketing facilities by railroads during the 1920’s in order 
to attract business over their own individual lines. This competi- 
tive building in many cases resulted in splitting up the marketing 
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into two or three parts which were operated independently of 
each other and which caused a great deal of disruption. 

The research needed in connection with marketing facilities 
can perhaps be divided into two parts. The first deals with the 
physical facts indicating how many markets are needed in a par- 
ticular area or city, where they should be located, and what kind 
of facilities should be provided. This is very largely an engineer- 
ing problem. The number of, location and kind of facilities should 
be such that products can be moved quickly and made readily 
available to both buyers and sellers. 

The second kind of studies deals with the regulation of market- 
ing facilities by the farmers, by the trade, by municipal or state 
governments, by market authorities, or by other agencies. Proper 
regulation of selling hours and of business methods and practices 
can be of great benefit to the farmer and to the general public. 
Regulations which are now in force have not always been based 
on careful study of all the interests involved. Too often they are 
intended to protect the interests of some individual group. 


Market News 


The market news services of the federal and state govern- 
ments developed rapidly immediately after the World War. They 
represent probably the most comprehensive and detailed system 
of market news reporting which has ever been developed in any 
country. Appropriations for this work represent a substantial 
proportion of the total expenditures by the federal and state 
governments for marketing work. 

There has been very little intensive research in connection with 
market news. Recently the Bureau of Agricultural Economics has 
made a preliminary survey of this problem in which it contacted 
a large number of farmers, dealers, marketing specialists and 
research economists. As a result of this survey it seems apparent 
that there is a decided need for studies to determine the accuracy 
of price quotations and other market news statistics, to determine 
the markets, commodities, and the kind of statistics for each com- 
modity and market which should be covered by market news, and 
to develop practical methods of supplementing present market 
news services with additional information which is needed. 

In connection with the accuracy of price reports, the market 
news services have made a great deal of progress in tying up 
price quotations with specific grades and standards. Neverthe- 
less, for most commodities it is necessary to quote a rather wide 
price range. For many purposes it is necessary to know some- 
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thing about the portions of sales which are made within different 
parts of the price range, and in general what qualities of the com- 
modities and what types of sale are represented by the different 
parts of the price range. 

In connection with the completeness of the market news serv- 
ices there appear to be two outstanding demands for further 
information; one is for more local market news indicating prices 
and market conditions in local country markets. It is possible 
that some progress might be made along this line by a greater 
cooperation between federal and state agencies. The other de- 
mand is for information on motor truck shipments and arrivals. 
Data on motor truck unloads are available in a few of the larger 
markets and are very useful for research purposes and as an 
indication of trends in market supplies. However, there is a de- 
cided need for early estimates on arrivals on the principal mar- 
kets and also for data on truck shipments. This appears to be a 
very difficult job and one that would require large expenditures. 
Nevertheless, some research in a number of the intensive truck- 
ing areas might develop useful approaches to this problem. 


Regulation of Marketing 


The marketing of agricultural products in some areas has been 
regulated during the past two years through marketing agree- 
ments. These marketing agreements have experimented with 
several different kinds of regulation. In the case of fruits and 
vegetables these regulations have been concerned mainly with 
fixing the quantity to be marketed. In some cases they have set 
the total quantity to be marketed in the season and in other cases 
they have involved much more detailed regulations such as the 
setting of quotas for individual markets and restrictions con- 
cerning the grades which can be sold. The principles involved 
in regulations of this kind require careful study. It is sometimes 
assumed that the best distribution among individual markets is 
the one which results in the same net price to the grower from all 
markets. This process is commonly known as ‘‘equalization.’’ It 
is also sometimes assumed that certain markets are ‘‘basing 
points’’ and that the price quotations in these particular markets 
tend to set the level of prices throughout large areas. Both of 
these represent only assumptions. When any attempt is made to 
set quotas for individual markets, this problem becomes very 
important and careful study should be made to determine the 
effects of such quotas on returns to growers. 

The limitation of the grades and qualities to be sold also pre- 
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sents difficult problems. It is sometimes assumed that if any 
restriction in the total sales is necessary the restriction should be 
limited to the sale of the lower grades. However, it is not at all 
sure that this is always the best policy, even from the standpoint 
of getting the greatest possible income to the grower. From the 
standpoint of the general public, a prohibition of the sales of 
lower grades may mean a decided injury to the lower income 
groups. 

There are many other regulations to marketing in addition to 
the marketing agreements. These include Federal, State and 
municipal laws, regulations and ordinances restricting free trade 
in agricultural products. Such regulations have increased rapidly 
in recent years. There is a need for surveys to determine, first, 
the extent of such regulations and the number of producers, 
dealers and consumers affected by them, and, second, the eco- 
nomic effects of such regulations. 


Competition Between Areas 


Such developments as the Agricultural Adjustment Adminis- 
tration program, changes in transportation, and new marketing 
methods tend to change the comparative advantage between dif- 
ferent producing areas. This is partly a farm management prob- 
lem, but it should be studied jointly by the marketing econo- 
mist and the farm management economist. The growth of motor 
truck transportation is perhaps the most important single fac- 
tor which needs to be considered in the case of fruits and vege- 
tables. The shift from carlot distribution to motor truck 
distribution has a decided effect on the most profitable location 
of market garden and trucking areas. The marketing specialist 
might well make careful studies of the relative costs of trans- 
portation by truck and by rail from various areas and then work 
jointly with the farm management economist in studying the 
shifts of production which are likely to take place within the next 
few years. 


Conclusion 


These are a few of the marketing problems which seem.to me 
particularly important at the present time. Probably there are 
several other problems which are not included in the list, but 
the field of marketing is so large that it does not seem to me 
practicable to attempt to cover it all in detail in a short time. I 
believe it would be desirable for us marketing men to pick out 
two or three of the most important marketing problems and con- 
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centrate on them for a year or two to see what progress could 
be made toward finding the solution. As I indicated earlier in the 
paper, I believe that in most cases this will require the coopera- 
tion of a number of marketing agencies. 


Discussion By W. C. Hopper 
Dominion Marketina Boarp, Orrawa, CANADA 


When I was asked to discuss Dr. Waugh’s paper, it was suggested that 
I might deal with the subject of the need for Research in the Marketing 
of Fruits and Vegetables in Canada. I decided to act on this suggestion 
because this is a subject to which I have given considerable thought in 
recent months. 

I agree in general with the many significant points which Dr. Waugh 
has presented in his paper. Insofar as research in marketing in Canada 
is concerned, I cannot point to any general defects in our research work 
because we have done so little in this field as yet. It was not until 1929 
that there was any definite recognition of the need for agricultural eco- 
nomic research from a federal viewpoint. In that year the Economics 
Branch of the Dominion Department of Agriculture was established with 
Dr. J. F. Booth as Commissioner. Prior to that time, the Agricultural Eco- 
nomics Department of the Ontario Agriculture College had conducted, 
under Professor A. Leitch, some very good work in farm management and 
a small amount of investigation with respect to the marketing of farm 
products. In 1930 the Economics Branch of the Dominion Department 
of Agriculture gathered some data on the consumption of apples in the 
cities of Toronto and Montreal. Mr. A. E. Richards of this Branch has 
studied the organization of farmers’ marketing associations handling 
fruits and vegetables and now has under way a price study relating to 
the marketing of Nova Scotia apples. Dr. W. E. Longley of the Nova 
Scotia Department of Agriculture has made a fairly comprehensive study 
of certain aspects of the apple industry in Nova Scotia and Dean F. M. 
Clement of the University of British Columbia studied and reported on 
some of the problems of fruit and vegetable cooperatives of British Co- 
lumbia. The Empire Marketing Board, when it was in existence, conducted 
some general survey work on the marketing of Canadian fruit in the 
United Kingdom. With the exception of a few other minor studies by 
students in agricultural colleges, I believe these are the only pieces of 
work that have been done in Canada that could be classed as economic 
research in the marketing of fruits and vegetables. 

During the last ten years there have been a number of Federal and 
Provincial commissions created to investigate conditions existing in the 
marketing of fruits and vegetables generally. These commissions have 
made certain recommendations dealing, in the main, with the inadequate 
terminal facilities in the larger markets, the necessity for closer coopera- 
tion between growers, how low grades of produce may be reduced or used, 
trade possibilities in by-products which are, as yet, not in general use, 
the necessity for Government assistance in establishing central packing 
and cold storage plants in certain areas, the advisability of collective pur- 
chasing by producers, the need for studies of consumer demand and the 
judicious use of advertising. 
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While Canadian economists working in the field of marketing research 
may often feel Canada is much behind the United States in this kind of 
investigation, research workers in Canada are, on the other hand, in a 
position to benefit by the experience of the workers in this field in the 
United States. 

The marketing problems which we in Canada must attempt to solve 
are, in many respects, similar to those encountered in the United States. 
However, we have fewer trained marketing specialists and much smaller 
sums of money available to undertake this type of work notwithstanding 
that we have a very large country and our consumers are, in many cases, 
long distances from the producers. Because of our large area and sparse 
population, the problems relating to the economical distribution of supplies 
of perishable products from the producer to the consumer is a real one. 

The gross agricultural revenue from fruits and vegetables, including 
potatoes, in 1934 was approximately 63 million dollars. The value of the 
apple and potato crops constituted more than one-half of this aggregate 
amount. Approximately 96 per cent of the acreage in fruits is in 4 of the 
9 Provinces. In the 2 large central and most densely populated Provinces, 
Ontario and Quebec, is found 65 per cent of the acreage, Nova Scotia on 
the Atlantic Coast has 16 per cent and British Columbia on the Pacific 
Coast 15 per cent. Approximately 94 per cent of the acreage of vegetables, 
not including potatoes, is found in the three Provinces, Ontario, Quebec 
and British Columbia. These facts indicates that there are high costs in- 
volved in bringing fruits and vegetables from the producing or surplus 
areas to the consuming or deficit areas. 

I believe, as has been pointed out, that wherever possible, marketing 
research should be undertaken on a regional or national basis. The policy 
of the Economics Branch of the Federal Department of Agriculture has 
been to cooperate with the provinces in all phases of economic investiga- 
tions. Sometimes the initiative is taken by the provincial government and 
sometimes by the federal government. During 1935, for example, a survey 
of the consumption of cheese and milk was undertaken by the Economics 
Branch and financial assistance in the gathering of the data was furnished 
by two of the three provinces where information was obtained. 


Terminal Market Facilities 


Possibly the most urgent need for facts in connection with the market- 
ing of fruits and vegetables in Canada to-day concerns terminal marketing 
facilities in our cities. Fruit and vegetable growers as well as wholesalers 
and jobbers are very much concerned about this problem at the present 
time and it is not unlikely that a definite request for data and for as- 
sistance in modernizing marketing facilities for growers and the trade in 
our larger cities will be made during the coming year. The expansion in the 
use of the motor truck in transporting produce to our cities which was 
formerly carried only by horses and wagons and the railroads has created 
the need for improvement in the terminal facilities, if this new method of 
transportation is to be efficiently used in the marketing of such com- 
modities. The selling of fruits and vegetables by farmers and trucker- 
dealers from store to store which has been condemned as an uneconomical 
practice has become a necessity in some of our cities because adequate 
facilities for the transferring of such produce from the seller to the buyer 
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have not been provided. In the city of Montreal, the largest city in 
Canada, with a population of about a million people, neither farmers nor 
truckers can sell from door to door or from store to store unless they carry 
a peddler’s license. Farmers are permitted to deliver produce which they 
have sold, but they are not allowed to solicit sales. The markets which 
are established in Montreal are believed to be adequate to provide the 
necessary opportunity for farmers and trucker-dealers to meet the buyers. 
In the city of Toronto there is a great volume of produce sold on the 
streets, probably because there are not sufficient suitable places for sellers 
to meet the buyers. 


Motor Truck Transportation 


Intimately related to this terminal market problem is the whole prob- 
lem of truck transportation and its rightful place in the marketing of 
fruits and vegetables. There are few, if any, statistics available on truck 
arrivals in any of our markets. When the railroad and the farmers’ retail 
market supplied the needs of the city for this type of commodity, it was 
a relatively simple matter to determine the origin of the products con- 
sumed in any city, but since the advent of the motor truck little is known 
as to the actual source of the products which city consumers purchase. 

In order to determine the advantages and disadvantages which may 
accrue to the producers and to the industry as a whole by motor truck 
transportation, considerable study will be necessary. If motor truck trans- 
portation rates are to be determined by law a knowledge of the actual costs 
involved must be taken into consideration. 

The railroads are still important in the handling of many Canadian 
fruits and vegetables. The country shipper and the wholesaler are, also, 
as they have been for many years, most important links in the marketing 
chain leading from the producer to the consumer. The truck comes in and 
takes the product direct from the producer to the consumer and eliminates, 
in many instances, both the country shipper and the wholesaler. Should 
the distribution of fruits and vegetables be limited to the radius to which 
the truck can transport them or should the shipper and the wholesaler 
be maintained in order to obtain a wider distribution? The shipper and 
the wholesaler find it difficult to continue in business on rail transported 
fruits and vegetables and, therefore, are antagonistic, generally speaking, 
to the advance of motor-truck transportation. Take a specific instance. 
Approximately one-half of the grapes produced in Western Ontario, and 
this is the only place in Canada where grapes are produced in any quan- 
tity, move by rail to consuming centers. In this movement the shipper 
and the wholesaler find difficulty in maintaining adequate services for 
the producer on the rail shipments only. In the distant markets which 
receive their supplies by railroad, buyers constantly watch the price at 
the city of Toronto although that city is supplied almost entirely by motor 
truck transportation. If the price in Toronto is 20 cents and at the distant 
points 30 cents, the distant points feel that they are being overcharged, 
and as a result the distribution of grapes may be restricted. 

A still further problem with respect to truck transportation is the 
trucker who will, for a period of time, pay cash for his purchases and then 
some morning will roll into a farmer’s yard and say that he just hasn’t 
enough money this morning to pay for the load but will give the farmer 
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a cheque or will make a deposit on the load. The farmer, having dealt with 
this same trucker for a week or so, will accept his word and all too often 
the trucker never returns to pay the balance, or the cheque proves to be 
of no value. 

There is an opinion held by many of those engaged in the marketing of 
fruits and vegetables in Canada that the use of the motor truck should be 
confined to transportation. These people hold the opinion that truckers, as 
a general rule, are not merchandisers and, therefore, their function should 
stop with the transportation of the product. In many cases wholesalers, 
commission men and jobbers engage trucks to go out to the farms to 
pick up fruits and vegetables for their needs and for this service they pay 
a fixed rate or price per package or container. This is considered a 
legitimate way of using the motor truck. The trucker is then simply a 
common carrier and not a merchandiser. If our shippers and our whole- 
sale agencies were to adopt a different attitude towards the motor truck 
than simply that of wishing to put it out of business entirely it might be 
somewhat easier to find a solution to the whole problem of motor truck 
transportation of fruits and vegetables. 


The Demand for Fruits and Vegetables 


The many investigations which have been made with the object of 
increasing the supply of fruits and vegetables have been, in most instances, 
of distinct value, but too little attention has been given to the demand 
for these food products. There are, as Dr. Waugh has pointed out, several 
kinds of consumption studies. With the exception of one small piece of 
work conducted by the Economics Branch of the Federal Government, 
this field of research, insofar as fruits and vegetables are concerned, has 
not been touched in Canada. We know very little about the relation of 
fruit and vegetable consumption, either as a whole or with respect to 
individual commodities to nationality and income of rural and urban 
families. Neither do we have adequate facts with respect to the relation 
of consumption to changes in prices, the competition between different 
commodities and the long-time consumption trends. 

Two of the farm products produced in Canada which Canadians believe 
are not surpassed in quality by similar products produced in any other 
country in the world are la pomme and la pomme de terre—the apple and 
the potato. The consumption of both these products is declining in Canada. 
During the five-year period 1920 to 1924, the per capita consumption of 
apples in Canada was approximately 39 pounds. It declined to 29 pounds 
during the next 5 years and to 26 pounds for the years 1930 to 1934. The 
per capita consumption of apples for all purposes is much below that of 
the United States and somewhat below that of the United Kingdom even 
though the latter country imports a large proportion of the quantity con- 
sumed there. These figures present to me a very much needed field of 
research relating to consumer demand for apples in Canada. About 75 
per cent of the apples produced in the Annapolis Valley of Nova Scotia, 
which is one of the most important apple producing areas of the Do- 
minion, must find a market overseas. During the past few years the low 
purchasing power of those who live in our Prairie Provinces has forced 
these consumers to reduce their consumption of British Columbia apples 
and, consequently, British Columbia apple producers must also depend 
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on the overseas market as an outlet for a considerable portion of their 
fruit. The apple industry of Canada needs more facts about the United 
pana and other export markets as well as the consumption of apples 
at home. 

Not only are Canadians relatively low consumers of apples but the 
estimated per capita consumption of all fresh fruits in Canada is only 
about 85 pounds compared with 96 pounds in the United Kingdom. 

The figures of potato production, with due allowance for imports and 
exports, show that there has been a marked decline in the per capita con- 
sumption of potatoes in Canada during the past 15 years. More light on 
the factors affecting the consumption of potatoes would be very useful 
to the whole potato industry. 


Grading Products 


I am heartily in accord with the speakers who have indicated the need 
for a simple and practical system of grading of farm products for retail 
sale and for further statistical studies of marketing and consumer prefer- 
ences for different grades and qualities of farm products. We need an 
answer to the question of when and for what products does rigid grading 
pay for the work involved. The producer is interested in the largest num- 
ber of dollars for what he has to sell but he must not, from a long-time 
viewpoint, let low grade produce compete directly with high quality pro- 
duce if it will reduce the total demand for the commodity in question. 

In conjunction with the Eastern Canada Potato Marketing Scheme 
which operated in the 5 Eastern Provinces of Canada during the winter 
of 1934-35 and spring of 1935, compulsory grading of Ontario potatoes 
was initiated. For many years prior to this action, growers had been 
urged to grade voluntarily but without much response. Ontario producers, 
like those in some of the northeastern States have, figuratively speaking, 
buyers “at their doors” all the time. Producers did not see the need for 
grading their potatoes although in the larger Ontario cities graded potatoes 
from other provinces were largely replacing potatoes produced in Ontario. 
One of the results of the introduction of compulsory grading was to dem- 
onstrate to potato buyers in Ontario that the locally grown product, when 
properly graded, was equal to that produced in other Provinces. This one 
year’s experience with compulsory grading has done much to show the 
practical value of such a practice. It has demonstrated to many producers 
the value of following a practice which, for many years, they did not be- 
lieve would react to their advantage. 

I would like to see undertaken a number of commodity studies which 
would cover the entire route from the producer to the consumer. I believe, 
by so doing, we would uncover a more definite set of economic principles 
involved in the marketing of such products as apples, peaches, straw- 
berries, potatoes, tomatoes, green peas and so forth. Such studies would 
reveal needed facts on the spreads or margins taken by the various 
agencies operating between the producer and the consumer. They would 
show the relation of different grades to farm, wholesale and retail prices. 
Another distinct value of such marketing studies would be to indicate to 
the producer the methods which he should employ in the producing, pack- 
ing and shipping of his produce. 

Primary producers in Canada have problems relating to the large scale 
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buying operations of chain stores and other such merchandising units 
similar to those mentioned by Dr. Waugh as applying to the United 
States. Many producers believe these retail organizations are responsible 
for lowering the farm price. Some producers and producer organizations 
believe chain stores must be considered as retailers regardless of the large 
quantities which may be purchased at one time, and that they should 
be obliged to buy as other retailers and not at the price which the whole- 
saler pays. In the administration of marketing schemes, this problem has 
frequently risen. 


The Vegetable Specialists’ Problems 


Another section of the fruit and vegetable industry of Canada which is 
asking for economic facts is the specialized vegetable producer, particu- 
larly those located close to large cities. These men have suffered materially 
in recent years because of the inroads that have been made on their busi- 
ness by farmers who have begun the production of vegetables as a side- 
line in order to obtain some additional cash by the direct sale of vegetables 
to consumers on public markets and at the roadside. The production of 
vegetables on a field scale by farmers living on cheaper land is increasing 
and this has also reduced the sales of the specialized vegetable grower 
located on more expensive land close to cities. 

When I started the search for statistical information on our vegetable 
industry for this discussion and for outlook reports I found very little 
available. In discussing this matter recently with a large vegetable grower 
of Eastern Ontario, he stated that if there was one thing the vegetable 
industry needed it was statistical information. He stated he was about to 
prepare a cropping plan for 1936 and without adequate facts on short 
and long-time trends in the production of the crops in which he special- 
ized, it was really a matter of guess on his part as to what he should pro- 
duce and what area of any particular crop he should grow during 1936. 
I believe some steps are being taken by the Dominion Bureau of Statistics 
to meet this problem. 


Regulation of Marketing 


In July 1934 the Natural Products Marketing Act was brought into 
being by the Parliament of Canada. The instruments of regulation under 
the Act are called marketing schemes and the powers which may be given 
under marketing schemes are similar in many respects to those which may 
be contained in the marketing agreements of the Agricultural Adjustment 
Administration. When a scheme is approved by the Governor in Council, 
the Local Board, which administers the scheme, becomes a corporate 
body. The marketing of more than three-quarters of all the tree fruit pro- 
duced in Canada is regulated under marketing schemes. There are three 
important tree fruit schemes, namely, the Fruit Export Scheme, the British 
Columbia Tree Fruit Scheme and the Nova Scotia Apple Marketing 
Scheme. Practically all the vegetables, including potatoes, produced on a 
commercial scale in British Columbia are regulated under marketing 
schemes. A Processed Berry Scheme and a British Columbia Small Fruits 
and Rhubarb Marketing Scheme were also approved in 1935 although the 
latter has not yet begun to function. Consideration was also given in 
— to a grape scheme and to a general fruit and vegetable scheme for 

ntario. 


ir 
d 
1e 
y 
d 
1- 
n 
ul 
d 
Li] 
T- 
n 
1g 
1e 
O- 
n. 
er 
eS 

n 
rs, 
or 
eS 
10. 
n- 
en 
ne 
he 
rs 
C= 
ch 
re, 
es 
Id 
us 
ld 

to 
k- 
ile 


420 W. C. Hopper 


The Natural Products Marketing Act has been referred by the Gover- 
nor-in-Council to the Supreme Court of Canada for an opinion as to 
whether this Act is within the competence of the Federal Parliament, by 
which it was passed. Until the judgment is rendered, no new marketing 
= will be considered or approved by the Dominion Marketing 

oard. 

If, in the opinion of the Supreme Court, the Act is not ultra vires of the 
Parliament of Canada and if its essential features are sustained by the 
new federal administration at Ottawa, the regulation of the marketing of 
farm products will be a very important factor in the sale and distribution 
of such commodities in the future, and will open up an extensive field for 
research. It will be possible to obtain statistical material on the marketing 
of farm products which come under regulation which was not available in 
the past. If these schemes are to accomplish the purposes for which they 
are brought into being, considerable research will be essential to guide 
those who are administering them. Facts on the relation of supply to price 
and the effect on demand of changes in prices are essential to the proper 
use of the powers which may be contained in a marketing scheme. The 
extent to which the quality of a product should be regulated would con- 
stitute the basis for other essential studies. The British Columbia Tree 
Fruit Board is, this year, requiring that all apples be sold in lidded boxes 
thus precluding the sale, except in certain exceptional cases, of apples 
which are sold in jumble crates. This Board operates a cartel release 
system which permits shippers to sell only a certain proportion of their 
supply of specific varieties until further releases are granted by the Board. 
In drafting orders with respect to quantity releases, and in making recom- 
mendations with respect to prices, the Tree Fruit Board must take into 
account the demand and supply conditions. With a body of statistical 
facts, obtained by research, available to it, the Board is in a much better 
position to make wise decisions and is better prepared to justify its actions 
in administering the scheme. 

One of the primary objectives sought by regulated marketing is the 
reduction in the spread between producer and consumer prices. So far, 
little work has been done to learn if the regulation of the marketing of 
primary products under existing schemes has actually accomplished this 
objective. If marketing schemes are to be continued in the future—and 
even if they are not—research of this nature is very necessary. 

Under marketing schemes, tolls or charges are collected on the product 
under regulation for the purposes of the scheme. In a number of cases it is 
specifically stated in the scheme that these funds may be used for research 
work in connection with the marketing of the product concerned. In other 
words, the producers themselves supply the necessary funds for research 
work. This action on the part of producers should be encouraged as it gives 
them a very direct interest in the results obtained. With funds supplied 
by the collection of tolls from producers, the British Columbia Tree Fruit 
Board, through a commercial research agency, is now studying the utiliza- 
tion of British Columbia apples in the Prairie Provinces. 

There are, no doubt, many other research studies which would yield 
very useful and necessary facts on the marketing of fruits and vegetables 
but the ones I have had time to mention in this short discussion are ones 
which appear to me to be most urgently needed at this time in Canada. 
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CALIFORNIA AGRICULTURAL PRORATE ACT 
CONSTITUTIONAL 


The California Agricultural Prorate Act* was held to be constitutional 
in a recent decision of the California Supreme Court. Opponents of the 
Law brought it before the tribunal in the instance of a lemon proration 
program sponsored by 90 per cent of the producers. They claimed that the 
Act violated the interstate commerce clause of the Federal Constitution 
and the due process clause. 

The Court held that the Act did not violate the interstate commerce 
clause because it operated before interstate commerce began. The Court 
also stated that the Act does not violate the due process clause because 
the benefits and burdens are distributed equally to all. 

The concluding paragraphs of the decision enunciates principles for 
marketing control which have heretofore never been stated by our Courts: 

“If the state has the authority to fix the price at which a commodity 

such as milk may be sold and thus avoid the ruinous effect of unrestrained 
competition, as we understand the decisions of the highest court in this 
land so held, we can see no difference in principle in a state statute which 
attempts to regulate the production and marketing of a commodity, where 
without such regulation the industry would be practically destroyed to the 
great detriment not only of those engaged therein but to the state and its 
citizens as well. The lemon industry which is directly concerned in this 
proceeding, as appears by the record before us, affects an exceedingly 
large number of citizens of the state. The investment therein runs into 
millions of dollars. Its success contributes in a large measure to the pros- 
perity of the state and its destruction would be no less than a public 
calamity, not only to this state but to all those residing within its limits. 
We do not feel that we are in any way or to any extent extending the 
principles of law enunciated in the authorities cited above by holding that 
such a business is so affected with a public interest or clothed with a public 
use as to justify the state in the exercise of its police power to impose 
such reasonable regulations upon the quantity of the commodity that may 
be produced and marketed therein as will save the industry from de- 
struction from ruthless competition, the direct effect of over-production. 
The restraint imposed by the statute operates only upon the quantity to 
be produced, and the amount to be marketed. After securing the secondary 
certificate permitting the marketing of his proportionate amount of lemons 
produced, the lemon grower is then left free to sell such amount at what- 
ever price he may receive and to whomsoever may desire to purchase the 
same. The limitation simply limits the amount to be marketed and does 
not extend to or affect the sale of the commodity. As before stated, the 
terms of the Act apply equally upon all growers, and distributes the bene- 
fits and burdens among them in proportion to the amount of fruit pro- 
duced by them. The Act is neither arbitrary nor discriminatory. It cannot 
0 that any person affected thereby is denied the equal protection of 
the law. 


1See: Stokdyk, E. A. Economic and legal aspects of compulsory proration in agricultural 
marketing. University of California Agr. Exp. Sta. Bul. 565: 44. December, 1933, for a discus- 
sion of the Prorate Act. 
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“This concludes the discussion of the grounds of unconstitutionality ad- 
vanced and relied upon by the respondents in their attack upon the valid- 
ity of the Prorate Act. As we have indicated in our opinion, they are not 
well founded, and they afford neither singly nor collectively any reason 
for invalidating the Act. We think it reasonably complies with all the re- 
quirements of the state and federal constitutions, and its enactment was 
within the power of the legislature as that power is defined and limited by 
the organic law of our state and federal governments.’ 


E. A. Stokdyk 
Berkeley Bank for Cooperatives 


CAN COUNTIES BE REORGANIZED—CONSOLIDATED? 


A very fine article appeared in the July 1934 issue of the JouRNAL or 
Farm Economics dealing with county consolidation in Colorado. This de- 
tailed statistical analysis in support of county consolidation was unusually 
well worked out. It was stated, in conclusion, however, that little would 
come of it because certain habits, attitudes, customs and traditions of the 
people involved would have to be considered first. 

This article deals with a case study’ in Kansas in which an attempt was 
made largely to find a solution to the socio-psychological problems sug- 
gested above. 

Property values in Kansas as in most other states have shrunk while 
tax rates have remained practically the same. As a result of this, con- 
siderable agitation for economies in local educational and governmental 
units has developed. Much of this is centering around county government. 

This study endeavors to determine guiding principles for the unification 
of counties in Kansas through an analysis of the failure of an attempted 
consolidation of three counties there, and a comparison of other cases as 
recorded in the literature in the field. The purpose is threefold: first, to 
contribute toward supplying the lack in quantitative studies of specific 
situations in order that there may be more cumulative evidence available 
for the understanding of the problems of county consolidation; second, 
to provide information through an analysis of a specific situation as a 
barkground for intelligent procedure and action; and third, to devise 
guiding principles dealing with the feelings and attitudes of the people 
involved. This study deals primarily with the third. The data were ob- 
tained mostly from three hundred and seventeen interviews gathered 
during a field trip through Kansas, especially Marshall, Washingten and 
Republic counties. 

County consolidation seems advisable because of changing economic 
and social conditions which have not existed until very recently. Inventive 
genius has revolutionized means of communication and transportation. 
Both the number of motors and miles of good roads have increased by 
leaps and bounds. This has largely overcome climatic and geographical 
conditions and has resulted in much wider personal, economic, and so- 
cial contacts. The element of time in moving from place to place has been 
reduced almost to a negligible quantity; and trade areas have very mate- 


291 California Decisions. Official organ of the Supreme Court of the state of California, p. 431. 
March 12, 1936. Recorder Printing and Publishing Company, San Francisco, California. 

1Euler, Harrison Leslie., County Unification in Kansas. Bureau of Publications, Teachers 
College, Columbia University, New York City, 1935. 
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rially expanded. These factors have considerable bearing on the size of 
local educational and governmental units. 

County unification seems economically justifiable. There are possibili- 
ties for actual dollars-and-cents saving through modern business methods 
such as efficient administration and supervision of personnel, budgeting 
and machine accounting. With methods of this kind in operation qualifica- 
tions of the personnel could be improved, and purchases of larger quan- 
tities could be made better by contract with higher standards and specifi- 
cations, which would result in actual cash savings. County unification 
may, however, be justifiable not so much in actual dollars-and-cents saving 
as in the extension of recognized essential services, such as social welfare 
and public health, which judicious spending could provide with no in- 
crease in taxes. 

County consolidation seems more democratic. The territorial unit would 
of necessity be larger which is in accordance with modern thought and 
action. Authority would be removed from many petty, local jealousies 
and animosities. Responsibility could be more definitely located, however, 
through the introduction of the short ballot. This would give opportunity 
for a more intimate knowledge of and acquaintance with those for whom 
the suffrage is demanded. These compensating elements are vital to effi- 
cient local government. 

County consolidation seems advantageous from an educational point 
of view. The problems are analogous and the benefits would be mutual. 
It would give education a strong, centrally organized administration which 
would assist in the development of larger local units; in the improvement 
of the supervision and qualifications of its personnel; and in a closer 
coordination between state and local governments. 

County consolidation has been retarded not so much by economic factors 
as by the fact that the socio-psychological factors such as the habits, the 
attitudes, the customs and the traditions of the people concerned have not 
been given serious consideration. These elements constitute not only a 
large portion of the thinking of these people. They go much further in 
that they largely control and dominate their activities. In the light of 
the findings of this study, it seems that one cannot do violence to the 
habits, the attitudes, the customs and the traditions of people and expect 
plans in which they are involved to succeed. They are part and parcel of 
the thinking processes of these people. These are expressed mostly in out- 
worn stereotyped forms which seem to be common in most rural areas 
in America. 

Pertinent elements in the background of this situation; such as nation- 
ality, religion, education, occupation, physical environment, and social 
activities were found not to be unlike those in most American communities. 
The replies during the interviews which show the socio-psychological 
factors involved; how people generally think are grouped in the following 
nine classes. 

First: Eighty per cent are conservative and believe the county govern- 
ment system is what the people want, and should remain that way. 

Second: Eighty-five per cent were convinced that political and com- 
mercial jealousies would seriously retard county consolidation. 

Third: Sixty-two per cent indicated that local pride militated against 
unification. “This is our county,” was the usual reply to the question. 

Fourth: Ninety per cent were opposed to consolidation on the grounds 
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that either their own governmental debts would not be paid, or that they 
might have to pay indebtedness incurred by other counties. 

Fifth: Fourteen per cent mentioned that voters and officials were more 
concerned with their own personal petty interests than with the welfare of 
their counties. 

Sixth: Ninety-seven per cent expressed indifference and a spirit of inde- 
pendence to the point they were opposed to county consolidation in any 
form. 

Seventh: The people have established social and cooperative contacts 
around the present county unit, and are not ready to break away to the 
extent of forming new relationships. 

Eighth: Fear of centralized government, loss of democratic participa- 
tion in government, with possible corruption was mentioned freely. “If you 
take away our courthouse, what have we left?” was the stock reply of 
— _ feared unification would deny social intercourse with county 
officials. 

Ninth: A fatalistic attitude developed through traditions and stimu- 
lated by politicians, but which is rapidly passing along with the isolation 
prevalent before modern transportation, radio and general education now 
accessible to even the most remotely located farmer. 

Practical means of dealing with these socio-psychological factors are 
found in the development of an efficiently organized and administered 
program of adult education, similar to that used by the Kansas State 
Teachers Association and others in 1932, when they defeated a constitu- 
tional amendment for tax limitation in Kansas. 

There are noteworthy examples of effective state programs of adult 
education. California has one of the best organizations and programs. 
Delaware has a program which has been intensively carried on for fifteen 
years. Similar programs are being introduced into eight other states. The 
precedents are set and the experimental stages are past. A comprehensive 
program to meet the situation in Kansas and in many other states could 
be easily developed. 

Reports of successful state adult education programs are available. 
Lyman Bryson, Director California Association for Adult Education, has 
written up the state plan used in that state. Thomas Fansler, Field Repre- 
sentative for the American Association for Adult Education, has given 
the methods by which plans of this nature should be developed. 

The results of the analysis in this study can be set down in a series of 
guiding principles. They appear to be important in working out plans for 
the development of county consolidation in Kansas; they are based on 
findings in this study; and they have been evaluated in terms of two 
criteria: the combined judgments of the leading authorities, as reflected 
in their literature in the field, and the three hundred and seventeen persons 
who were interviewed in Kansas. 

The socio-psychological factors seem to be of primary importance. For 
this reason, immediate and long-time planning seem vital if wasteful, 
hit-and-miss, haphazard activities are to be eliminated. This will necessi- 
tate an efficiently organized and administered program of adult education, 
in order that all concerned may be, not only cognizant of what is going 
on, but also in a position to take intelligent action. 
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Then there are certain compensating elements which need consideration, 
such as adjustment of democratic participation and financial remunera- 
tion to local units involved. These may be protected through the proposed 
administrative head appointed by and responsible to a lay board elected 
at large. This managerial type of administration seems to allocate respon- 
sibility more definitely and reduce inefficiency to a minimum. Qualification 
for this as well as for all official positions in the reorganized local educa- 
tional and governmental units is of paramount importance. Since this is 
the case it seems advisable that most of these officials be appointed. 

There is also the element of size; size convenient and in accord with 
modern means of communication and transportation and sufficient to be 
relatively a self-supporting financial unit, large enough to permit of 
modern budgeting and machine accounting. This also means a modern 
system of taxation in which there is an equitable amount of state and 
federal financial participation. 

These guiding principles mentioned so far, of necessity mean a thor- 
ough reorganization of educational and governmental functions with the 
result that overlapping and obsolete services might be eliminated and 
recognized essential ones expanded. 

Last, but not least, the encouragement of better relationships between 
the farmers and villagers seems highly worth while. They have so much 
in common that it seems very important to all concerned that these com- 
mon interests be further developed. 

Four general conclusions are to be drawn from this study”: (1) owing 
to modern means of communication, transportation and business adminis- 
tration, local economic and social activities have materially expanded. 
Because of this expansion, (2) the existing local educational and govern- 
mental units have largely outgrown their usefulness and require reorgani- 
zation and rehabilitation in the face of modern conditions and demands. 
(3) This needed change is being retarded not so much by economic forces 
as by concomitant factors which are socio-psychological in nature. (4) 
These idealogical obstructions can be removed through an efficiently 
organized and administered program of adult education. 


Harrison L. Euler 
Teachers College, Columbia University 


RESULTS OF THE CZECHOSLOVAKIAN LAND REFORM 


After having regained her independence, Czechoslovakia undertook the 
task of eliminating, or at least of reducing, the inequalities existing at the 
time in the matter of ownership of land. Side by side with the great landed 
estates there was, in 1921, a considerable number of owners of land each 
possessing no more than 2 hectares (about 5 acres), or even no more than 
1 hectare. The owners of large estates, each possessing more than 500 
hectares, numbered 1,768, and each owned on an average 2,260 hectares, 
inclusive of forest area. 

At the same time the number of owners of land possessing less than 2 


2 Tbid., p. 84. 


1The statistical data are taken from the “Census of Farms in Czechoslovakia” (Scitani 
zemedelskych zavodu vy Republice Ceskoslovenske), Prague, p. 935, published by the official 
ureau of Statistics. 
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hectares each was 780,000, and the total land owned by them was about 
624,000 hectares. 

Owners of land possessing not more than 1 hectare numbered about 
514,000, and they owned altogether 237,000 hectares. The whole category 
of small landowners possessing less than 2 hectares each have declined 
slowly, thanks to the policy of the Land Reform Administration in Czecho- 
slovakia, and those owning more correspondingly increased. In 1930 the 
amount of land in the hands of small owners, less than 2 hectares, declined 
from 780,000 to 698,000 hectares. 

At the same time the amount of land in the hands of owners possessing 
between 2 and 10 hectares has risen in the last 10 years by 360,000 hectares, 
about 13.2 per cent, while the number of owners has increased by nearly 
69,000, or 12 per cent. The number of farms from 10 to 50 hectares in area 
have also increased during these 10 years by 14,000, about 8 per cent, and 
the amount of land they represent increased by 190,000 hectares, or 7 
per cent. 

On the other hand, the number of owners of 100 to 500 hectares has 
increased by 69, but the amount of land they possess has declined during 
the past 10 years by 310,000 hectares, or 27 per cent. In other words, the 
policy of the Land Reform Administration tending to render the small 
farms more important and to contribute towards augmenting the propor- 
tion of the smallest holdings has been crowned with success during the 
10 years. 

It is interesting to note how Czechoslovakia stands in respect of land 
ownership. The entire territory of the country covers an area of over 
13,458,000 hectares, of which 8,476,000 hectores are agricultural soil. The 
total number of farms, according to the returns of 1930, is 1,648,604. 
In other words, the average size of farm is 8.6 hectares of agricultural 
soil. This average varies considerably, according to the special categories 
of farms. Thus, the category of “small-holders,” up to 1 hectare, average 
0.46 hectare; the “cottars” category, from 1 to 5 hectares, average 2.65 
hectares; the small farms, 5 to 10 hectares, average about 7.17 per cent; 
the small rural farms, 10 to 20 hectares, average about 14 hectares; the 
medium rural farms, 20-50 hectares, average 28 hectares; the large farms, 
50-100 hectares, average 69.2 hectares, while the great estates, over 100 
hectares, average 604 hectares. 

The Land Reform Administration has, during the 10 years of its exist- 
ence, nearly completed the task with which it was entrusted on its estab- 
lishment. From the angle of social justice it has accomplished a great work 
—a work which will doubtless have a favorable influence on the stabiliza- 
tion of internal conditions in the Republic and upon the suppression of 
discontent on the part of large masses of rural population. 

From the present year onwards, the Land Reform Administration ceases 
to be an independent institution in the administrative apparatus of the 
country, and its functions pass to the Ministry of Agriculture. In express- 
ing, therefore, our appreciation of the work of the Land Reform Adminis- 
tration, we wish for this domain complete success in the attainment of a 
policy of social justice in the sphere of land ownership and agriculture. 

S. Borodaewsky 


Czechoslovakia 
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DEVELOPMENTS AFFECTING THE INTERNATIONAL TRADE 
OF THE UNITED STATES IN AGRICULTURAL PRODUCTS 


The two major developments affecting the international trade of the 
United States in farm products have been the AAA and the reciprocal 
trading agreements. These two parts of the Administration program have 
seemed inconsistent to many critics. Secretary Wallace has described the 
AAA production restrictions as designed to hold production within bounds 
until foreign markets can be opened by trading agreements, and as per- 
mitting expansion as rapidly as foreign outlets expand. Nevertheless it is 
no doubt true that restriction of production will have the effect of reducing 
exports, since it will raise world prices and encourage foreign production. 

Professor Frank D. Graham in his paper on “AAA Production Control 
and International Trade” pointed out that temporary circumstances, such 
as the drought and general world depression, have reduced exports of farm 
products, entirely aside from the AAA efforts, and that therefore we can 
expect some revival presently. The trend, however, he thinks, is toward 
lower and lower exports of farm products, first, because we are “increasing 
our absolute competence in manufactured products at a faster rate than 
that of some of our principal competitors.” On the other hand, “our farmers 
have not been able to raise their per capita output as rapidly as has been 
done in some foreign countries,” the reason for this being that our pro- 
duction was already on a higher per capita basis. The tendency to raise 
tariff barriers against food imports contributes to the same end. A situation 
has developed in which no country has any exports except of products in 
which it stands at the top in the scale of world comparative competence, 
and no imports save of those in which it stands at the bottom. Those 
between are excluded from world commerce; and most of our farm prod- 
ucts are in this category. Lowering tariff barriers on all protected com- 
modities in the country would not increase our exports of farm products 
and might even decrease them. Only by lowering tariffs on manufactured 
products while retaining them on farm products, can the volume of agri- 
cultural production be expanded through increased exports. 

Professor Graham then states that three lines of action are possible for 
dealing with this situation. The one that seems best from a laissez faire 
economics point of view is to let our production of export farm products 
decline to a point that will include only such of our producers as can 
compete at world prices. But this, he says, will leave our producers of 
cotton and tobacco with a sub-standard scale of living. A second line of 
action is to contract our production enough to make protection effective 
on most of our farm products. This is defensible, if at all, only on the 
ground that it will serve to counteract some of the evil effects of protective 
duties on manufactures. The third alternative is that of redistributing in- 
come through bonuses to farmers at the expense of the urban population. 

This last leads Professor Graham to a consideration of the AAA pro- 
gram. He considers restriction of output to have been the “only ready 
alternative to a much greater disaster” in the past two years, and con- 


*Notes on round table discussion on “Developments Affecting the International Trade of 
the United States in Agricultural Products” before the Annual Meeting of the American Eco- 
nomic Association at New York, December 27, 1935. Dr. Edminster’s paper has been published by 
American Economic Association in the “Proceedings of the Forty-eighth Annual Meeting.” 
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cedes that it has improved the lot of the farmer. He is inclined to look 
upon any loss of foreign market that has resulted as merely temporary. “The 
net result has therefore been, in the main, to improve the situation for all 
without much changing relative competitive powers.” As a continuing 
policy, however, restriction of output is unwise. Even though high pro- 
tection on manufacturing is continued, it will be better to shift producers 
away from a farm product that cannot support its people on a scale of 
living common to the class, than to support them in such production by 
subsidies. Exception to this statement should be made for cotton and 
tobacco products, since major shifts to other products or other occupations 
seem open to them only very slowly. Wheat production seems bound to 
decline to a domestic basis, and subsidies should not be employed to 
prevent this. The rest of our export trade in agricultural products can take 
care of itself. “The best approach to the farm problem is the reduction of 
acreage and a utilization of land in accordance with developing world 
trends rather than along the lines which a not distant, but apparently 
irrevocably altered past, determined. Policies devoted to a facilitation of 
the transfer of farmers to other branches of industry can alone receive 
commendation as a program for any future which is now foreseeable.” 

Dr. Mordecai Ezekiel, in commenting on Professor Graham’s paper con- 
tended that the policy recommended by him is essentially laissez faire, but 
that the industrial revival necessary to absorb the surplus farm population 
has not taken place under laissez faire. He agreed that we need fewer 
people in agriculture, but pointed out that such a condition requires more 
people in industry. “As long as the excess urban unemployment exists. it 
is better to maintain a surplus population on the farms than to bring them 
to the cities to rake leaves.” 

With respect to foreign trade, Dr. Ezekiel stated that, while the decline 
in the physical volume of foreign trade had paralleled the decline in 
domestic trade during the depression, it had not kept pace with the re- 
covery of domestic trade. The basic reason for this is that trade barriers 
grow up during a depression, and the vested interests thus created strive 
for their retention. The growth of world trade has been due to the pressure 
of internal trade against these increased barriers. The restoration of inter- 
national trade by means of trade agreements has been about as rapid as 
one can hope for. 

Dr. Ezekiel also differed with Professor Graham in the matter of agri- 
cultural export possibilities, particularly with reference to wheat. The 
reduction of the United States wheat surplus has in large measure been 
due to a reduction of average yields during the drought. With the return 
of average yields, there should be an increased export of wheat even with 
reduced acreage. Trade barriers, however, are still an important factor in 
determining the volume of exports, and with a return of normal wheat 
yields throughout the world, agreements must be depended upon to give 
the United States its normal share in the world wheat trade. 

Dr. Ezekiel took issue with Professor Graham’s recommendation of 
export bounties for cotton and tobacco. He said that in practice the point 
cannot be found which will give simultaneously a good domestic price and 
moderate exporis. The effect of bounties would be a tremendous increase 
in acreage resulting in a surplus difficult to dispose of. Carry-overs would 
be heavy and the situation worse than before. 
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Dr. L. R. Edminster of the Export-Import Section of the Agricultural 
Adjustment Administration stated that the foreign trade of the seven 
countries with which agreements had been signed at the end of 1935 con- 
stituted 26 per cent of our total foreign trade in 1934; and that of seven 
more countries with which negotiations were well advanced constituted 
12 per cent more of the total. The seven countries under agreement took 42 
per cent of our exports of farm products in 1934. 

The most important group upon which concessions have been obtained 
is fruits and vegetables. Agreements are possible for fruits and vegetables 
because many countries have year-round or seasonal deficiencies in many 
items in this group. The Canadian concessions for this group are valuable 
and important. Next in significance are the concessions on pork and lard 
obtained from Canada, Cuba, and the other American republics. On grains 
and grain products, the major concessions have been in rice and on wheat 
flour. Little progress has been made in this group because most countries 
are bent upon being self-sufficient in cereals. 

Experience is too short to measure the effects of these agreements, except 
in the one case of Cuba, the increase in this case being 174 per cent for 
the major items in the agreement. 

The concessions granted in return are more significant for the clamor 
they have aroused among producers of particular products than for any 
effects on imports, produced or in prospect. The Canadian concessions will 
be of considerable value to some Canadian farmers because their exports 
are so large a part of their total production, but will have little effect on 
prices in the United States because their exports to us will be so small a 
part of our total consumption. Thus the 156,000 head of cattle permitted 
entry is three-fourths of one per cent of our average total slaughter of 
cattle and calves. The same description fits dairy products and seed pota- 
toes. The farmers of the United States are likely to gain much more from 
the inderect effects of increased sales of industrial products in Canada than 
they will lose from increases in Canadian imports of farm products. 

Trade agreements can be expected to develop slowly. Our two best 
customers, Great Britain and Germany, offer almost insuperable obstacles. 
Arbitrary trade controls everywhere beset efforts to secure agreements. 
Merely to establish a departure from the recent trend in a given country 
may be highly significant. 

“The cornerstone of the trade agreements program,” said Dr. Edminster, 
‘js the unconditional most-favored nation principle.” In practice, how- 
ever, by confining the concessions in our trade agreements to items of which 
either country is a major supplier of the other, it is possible to combine a 
policy of tariff bargaining with adherence to this principle. 

The criticisms of the program from commodity interests accustomed to 
tariff preference can easily be understood. But it is also attacked by many 
who would like to see a large restoration of international trade.’ Dr. 
Edminster believes that they do not understand the nature of the under- 
taking involved, and concluded as follows: 

“In the interest both of agriculture and of the country as a whole there 
should be such a widespread public support of the trade agreements pro- 
gram as will assure its continuance and expansion. If collateral measures 
can be taken to enhance the effectiveness of the program, well and good. 
And by the same token, if measures are contemplated which would seri- 
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ously interfere with the program, they should be applied only under 
superior necessity. Much of lasting value has already been achieved 
through the Trade Agreements Act. With the support of an informed 
public opinion, much more can be accomplished in the future.” 

Dr. H. C. Taylor said that the object of his discussion of Dr. Edminster’s 
paper would be to convey certain impressions gained abroad while trying 
to follow what was going on at home. Replying to the statement that the 
making of trade agreements has been hampered by the pursuit of policies 
of self-sufficiency in foreign countries, Dr. Taylor stated that the only 
country which seems fully convinced of the desirability of such a policy 
is the United States, no European nation being so completely obsessed. 
He quoted Mussolini to the effect that Italy does not desire autarchy, and 
contended that Italy has moved in the direction of self-sufficiency only 
to the extent that outside forces have so driven her, and that what she 
really wants is an opportunity to sell. A representative of the Ministry of 
Agriculture of Germany said substantially the same thing with respect 
to that country. The difficulties of concluding a trade agreement with Italy 
have come to a considerable degree from the side of the United States. 
In 1934, for example, Italian dealers could not get cotton from this country 
and were obliged to buy from Egypt, where the United States cotton policy 
is well liked. 

Touching on specific commodities, Dr. Taylor admitted that in the case 
of wheat we have gone a long way toward losing our foreign markets. The 
increase of wheat production in Italy, for example, has been due to the 
development of an early-ripening wheat, following an extended period of 
research. In the case of lard, on the other hand, there are large possibilities 
of expanding the foreign market. The attempt of Germany, for example, 
to produce her own lard has met with failure, and increased sales to 
that country are only a matter of giving Germany a chance to pay in 
goods. There are many other possibilities of expanding foreign outlets, 
provided possibilities are assiduously explored. In this connection, Dr. 
Taylor cited the action of the German chemical industry which increased 
its sales in Roumania and Hungary by encouraging the latter countries to 
raise soy beans and exchange them for German chemicals. 

In closing, he said that the thing most needed for the stimulation of 
international trade at the present time is a comprehension of the produc- 
tion and financial situation in each of the various countries. 

J. D. Black 


Harvard University 
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$2500 a Year, by Mordecai Ezekiel. New York: Harcourt, Brace and 
Company. Pp. XV, 328. $2.50. 


This book is an addition to the literature in the field of economic plan- 
ning. The author starts with a presentation of the present economic prob- 
lem of low production and the resultant low consumption. The people of 
the United States have the capacity to produce and to consume far more 
than their present production and consumption. The problem is to increase 
and to correlate production and consumption so that all may enjoy more 
abundant living. A minimum family income of $2500 a year is accepted 
by the author as an attainable standard for the majority of Americans. 
Such an income is believed to be the minimum with which a family may 
secure a comfortable living which would “include running water and 
modern plumbing, adequate heat, the telephone and electric light, news- 
papers, magazines, and books, a minimum of health care from doctors 
and dentists, an automobile, and some opportunity for travel, recreation, 
amusement, and higher education.” 

The existing economic system with its corporate form of organization is 
based upon production for the sake of profits and this prevents production 
to capacity. Business men do not dare to produce to the limit of the 
capacity of their plants since markets would not absorb the product at 
a profit under the existing system. 

The author then describes “a national blueprint for abundance.” This 
involves coordinated programs to bring about capacity production, ex- 
change and consumption. These programs, if put into effect, would result 
in a minimum family income of $2500 or more a year. The problem con- 
sists in getting such programs into operation. 

Four possible ways of securing the needed expansion in production and 
the resultant consumption are considered. Voluntary cooperation among 
business men as a means of putting the programs into effect, is considered 
and dismissed as not feasible under existing conditions. Underwriting of 
the programs by the government is considered next but this method is 
dismissed since there is doubt whether it would be acceptable to the Amer- 
ican people. “Yardstick competition” is discussed next. This term is used 
to describe limited governmental competition in various fields. Competi- 
tion of this type would be similar to the competition in the utility field 
which is now being given by the TVA. Such competition is designed to 
induce those engaged in private business to move in the desired direction 
of increased production, lower prices in some cases, higher wages in other 
cases, greater production, increased average incomes, and more abundant 
consumption. Here again the author questions whether such a plan would 
be generally acceptable although he believes that there is a field for the 
limited use of “yardstick competition.” 

The plan proposed by the author is called “Industrial Adjustment.” The 
principles involved in the Agricultural Adjustment Act are to be applied 
to all business. Contracts would be entered into between the government 
and industrial units which would require gradual expansion of production. 
Taxes similar to the processing taxes of the AAA would be assessed upon 
the product of industry and the proceeds used as benefit payments to those 
cooperating in the program of Industrial Adjustment. In brief, the plan 
of the AAA would be extended to all industry. 
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In a postscript to the preface the author states that the manuscript 
was ready for the press when the decision of the Supreme Court invalidat- 
ing much of the AAA was rendered. This decision, of course, indicates that 
much of the plan of Industrial Adjustment involving processing taxes and 
contracts between the government and industrial units would be uncon- 
stitutional. The author concedes this point in the postscript to the preface 
but rests his case on the economics involved in his plan and leaves the 
question of legal ways and means to put the plan into effect to those of 
the legal profession. Possibly, under the circumstances, this was the best 
that could be done unless a considerable part of the book was to be re- 
written. However, the questions raised in the Supreme Court decision 
cannot be dismissed so easily by the economist. Sooner or later the issues 
of state versus federal regulation of business and other similar questions 
involved in the Supreme Court decision must be faced by the economist. 

In advocating that the plan of the AAA be extended to include all 
industry, the author assumes that the AAA was an unqualified success and 
that it would succeed in a similar manner if other conditions prevailed 
than those prevailing during the three years that the AAA was in opera- 
tion. The case is still to be proved. The objectives of the AAA were at- 
tained to a considerable degree but how much of the attainment was due 
to fortunate combinations of circumstances such as droughts which aided 
materially in disposing of the troublesome surpluses? Also, the psychology 
of farm people was favorable to the plan of the AAA. Would the psy- 
chology of other business people be equally as favorable to a similar plan 
applied in their fields? These things have not been demonstrated as yet. 
Probably the only way to find out would be to try the plan as an experi- 
ment just as the AAA was an experiment. 

Doctor Ezekiel has given a clear exposition of his plan. He recognizes 
that difficulties would be encountered and that the success attained might 
not be as much as would be desired at first. In his book he has made a 
real contribution in getting the problem clearly before the reader. The 
book well may be read with profit by those who are concerned with ways 
out of present economic difficulties. The author courageously presents his 
plan. It is much easier to pick flaws in it than to develop a better one. 


W. E. Grimes 
Kansas State College 


The Agricultural Dilemma, by Viscount Astor and B. Seebohm Rowntree. 
London: P. S. King and Son, Ltd. 1935. Pp. XIII, 101. 2s. 6d. 


While this little book is concerned mainly with agricultural problems 
of Great Britain, its treatment of the subject is such that much of it 
applies with equal force to other countries. It is to be hoped that it will 
come to the attention of a wide circle of readers as many persons should 
find in it a key to a better understanding of current farm questions. 

In the preface, Lord Astor speaks of the favor with which he had for- 
merly viewed a program of stimulating land settlement through an expan- 
sion of small holdings. Consultation with outstanding agricultural econ- 
omists and others revealed that everyone did not accept such a viewpoint 
and this encouraged further study of the situation and the preparation of 
this book on the basis of the findings. It is indicated that the book “repre- 
sents an attempt to survey objectively and thoroughly the possibilities 
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of increasing the agricultural population in this country” (Preface). A 
warning is given that “Our conclusions will undoubtedly appear disap- 
pointing to many who have placed high hopes in land settlement.” This 
statement is suggestive of the qualifying influence which the study has 
exercised upon Lord Astor’s earlier enthusiasm for land settlement as a 
way out of present economic difficulties. 

Chapter I touches upon the high spots of the world agricultural situa- 
tion. It points out that agriculture is not only affected by a temporary 
depression but by such fundamental changes as slowing down of popula- 
tion growth, technical advances, and high agricultural protection in Eu- 
rope. The authors find that conditions point to “a diminishing number of 
persons engaged in the food-producing branches of agriculture, and a 
diminishing area devoted to the production of foodstuffs” for the future 
in the western world. 

Chapter II reviews the possibilities of displacing imports of agricultural 
products into Great Britain. While it is indicated that it would be possible 
to provide for increased domestic production through import restrictions, 
it — out that other considerations make such a program inad- 
visable. 

Chapter III considers the question in its relationship to security in war. 
The especial importance of wheat is pointed out and attention is called 
to Great Britain’s lack of advantages for its production on a scale to 
meet home needs. Producing the livestock requirements would call for 
large supplies of feed. It is concluded that “it would be profoundly unwise 
to pursue a policy directed to a further drastic curtailment of imports” 
and that “scope for an enlarged agricultural production cannot prudently 
be found by a further restriction of imports” (p. 41). 

Chapter IV takes up possibilities of increasing consumption and while 
these are held to be limited, it is believed that they may be greater for 
milk, which is an important agricultural product in Great Britain, than 
for many other food products. The subject of Chapter V is that of changes 
in British agriculture. In the opinion of the authors “the larger farms are 
becoming more formidable competitors to the family farms, despite the 
rigidity of labour costs” (p. 68). Small holdings are discussed in Chapter 
VI and unemployment in its relation to land in Chapter VII. It is of in- 
terest to note that the study leads the authors to the point that it “leaves 
us no alternative but to conclude that the idea of securing a material 
increase in agricultural population consistently with the maintenance 
of the national economic prosperity must be dismissed as chimerical.” 
Americans who display great faith in land settlement as a remedy for 
urban unemployment could profit from following the analysis leading the 
authors to this conclusion. It is especially interesting in view of Lord 
Astor’s statement of his earlier belief in a program of land settlement. 
The authors do not find themselves in agreement with the view held by 
some that there is any particular proportion of the population that should 
be engaged in agriculture. It is said that “the idea is contrary both to 
history and common sense.” 

A readable, constructive book of this kind should serve the valuable end 
of giving the general reader an appreciation of economic problems of 
agriculture. 


O. B. Jesness 
University of Minnesota 
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Ludwig Oppenheimer, Gross- und Kleinbetrieb in der Siedlung. Gustav 
Fischer, Jena, publ. 1934. 378 pages. 


The approach of this book to settlement problems, particularly those of 
Germany, is unusual and of distinct interest. That the book is difficult 
to read, owing to conspicuous defects of composition and arrangement of 
material as well as to a technique of extensive quotations, should not 
deter anyone engaged in the sociological aspects of the various forms of 
landed property from giving it detailed attention. He may close the book 
unsatisfied with the solutions offered, but he will have enlarged his view 
by having been made to see current problems in the light of long-range 
historical developments of forms of landed property, and of past and 
present thought about these developments. 

Oppenheimer’s book is no presentation of facts, although plenty of 
factual material is offered incidentally. It is an attempt to solve the funda- 
mental dilemma between the social harmfulness of large property and the 
technical advantages of the large estate over the small and medium 
peasant farm. The range of possible solutions is narrowed down by Op- 
penheimer’s allegiance to the postulate of all former German settlement 
efforts, that the future form of land distribution and property should 
materially widen the population capacity of agriculture, particularly in 
the German East. It is further restricted by an uncompromising, off-hand 
rejection of collectivization, which, in the reviewer’s opinion, is derived 
from the older Oppenheimer’s liberalism’ and from anarchistic lines of 
thought rather than based on actual irreconciliableness of the idea of col- 
lectivization and the author’s own ideas. 

These ideas are all centered around cooperative agricultural production. 
In opposition to the current practice of total or partial subdivision of large 
estates into independent individual holdings, Oppenheimer advances the 
idea of “settlement within large-scale units of management” (“Siedlung 
im Grossbetrieb”). Conceiving the crisis of the large estates as the conse- 
quence, not of their size, but mainly of the legal and social relations be- 
tween employer and worker in capitalistic agriculture, he wants to preserve 
the size but to reform from the bottom the sociological structure of the 
community of those tilling the soil. The leading principle, which has been 
pronounced in more or less similar form by many settlement experts in 
recent years, is that settlement cannot afford to sacrifice any of the rela- 
tive advantages of the farms of different sizes if it is to increase the density 
of agricultural population without intolerably depressing its level of living. 
Accordingly, those lines of production and, if possible, even those phases 
of work within single lines of production which are accessible to mechani- 
zation and therefore require high intensity of capital, are to be reserved 
for large-scale management, while those lines and phases in which the 
small farm excels, 7.e. those intensive in labor, particularly the production 
of animal products, are to be surrendered to the individual responsibility 
of small units. Thus Oppenheimer comes to advocate certain forms of 
cooperation between a large-scale “main management unit” and a number 
of satellite small holdings occupied by settlers, establishing a whole series 
of possible forms varying with the extent of land ownership and crop 
production in the hands of the individual settlers. The range may be 

1The German word liberalismus has a different meaning from the English liberalism, par- 


ticularly as the latter is used in the United States to-day. ‘“Equalitarian individualism” would 
perhaps be the best translation. 
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roughly indicated by the extremes: on one hand a settler fairly close to 
the status of the present entirely independent settler, but strengthened in 
his economic condition through restoration of the common property in 
pasture and forest land destroyed during the era of peasant liberation; 
on the other hand, a settler without any landed property, individually 
producing animal products only and earning the greater part of his living 
as a worker in the crop production of the main unit, though under legal 
and social conditions deviating from those of a present-day agricultural 
worker. Of paramount importance among the cooperative features in these 
forms of organization is the mutual assistance between main and satellite 
units in utilization of machinery and labor. German small farms have 
unreasonably high machinery costs per unit of area, although they lack 
quite simple machinery in innumerable cases. Performance of the settler’s 
heavy field work, where there remains any, through the machinery of the 
main unit would therefore mean a big saving. Professor Muenzinger’s 
experiment of common tractor utilization in a village of small peasants in 
Wuerttemberg has served to draw proper attention to this point. The possi- 
bility of overcoming the seasonal labor peaks on the main unit by work 
of the settlers is equally highly appraised by Oppenheimer. But while it is 
true that this device means a saving to the main unit by relieving it of 
wage payments for not fully utilized labor, (p. 88), he might have men- 
tioned that the burden is merely shifted to the shoulders of the settlers, 
unless heavy overwork during the season takes place or nonagricultural 
employment is secured for slack seasons. He seems, however, to be aware 
of this fact in other parts of the book when he stresses the need for mod- 
ernized industrial home work. 

Cognizance of the grave psychological problems implied in these pro- 
posals leads Oppenheimer to emphasize strongly the importance of leader- 
ship in the cooperatives. This seems fully justified in view of dismaying 
experience gathered with cooperative production. When he expresses 
the belief, however, that the former landlords of the East would provide 
the best human material for this purpose, it makes one think of the German 
saying “to make the he-goat gardener.” Intellectual and physical ability 
is not the only and not even the first thing that matters here. While it is 
not to be denied that for many decades some individual members of this 
class have proven to have broad social points of view, it is probable that 
not even Franz Oppenheimer would uphold his generous statement on 
which his son’s proposal is based after what has been done to settlement 
by organized landlord resistance since he expressed that view in 1919. 

Being aware that the ideal of rugged peasant individualism developed 
during the liberalistic era is a severe obstacle to the proposed forms of 
cooperation, Oppenheimer is convinced that at least during the experi- 
mental stage the most suitable settler material would be provided by the 
class of agricultural workers. Conversely, he sees in cooperative forms of 
settlement the only way of improving the social and economic level of 
living of the worker, since, as he shows with the help of ample citations, 
during pre-war and post-war periods neither settlement proper nor the 
creation of workers’ holdings outside of settlement has given the worker 
a fair chance to rise to economic independence (see pp. 144-148 including 
footnotes, and footnotes on pp. 82-83). 

The book is lacking in constructive clarity and in power of decision. 
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For instance, the author does not declare against the usual form of indi- 
vidual settlement, but puts his solution forward as “supplementary,” with- 
out giving much thought to the problem as to which are the criteria for 
choosing the one or the other form. The same applies to the choice between 
the different types of cooperation set forth as possible alternatives. On the 
other hand he fails to extend his attention to the highly unsatisfactory 
conditions that have arisen in countries having forms of share tenancy 
which appear to be in dangerous proximity to his proposed cooperative 
forms. The strongest feature of the book is the disclosure that thought 
about reform of landed property and the desirable sociological structure 
of the rural population is again in a liquid and transitory state, that 
ideas of former centuries are suddenly revived in the most unexpected 
ways (see the piquant juxtapositions of almost identical statements of 
Proudhon and Darré), and that between the ideals of individualistic 
peasantry and compulsory collectivization after the Russian model there 
is possibly a broad field for experimentation combining elements of col- 
lectivism and individualism. 
Marie Jasny-Philipy 


The Dairy Industry and the AAA, by John D. Black. Washington: The 

Brookings Institution. 1935. Pp. XIV, 520. $3.00. 

A favorite exercise in milk marketing is to calculate the difference be- 
tween “producer price” and “retail price” and record this difference as 
a “spread” or “margin.” The results of such an exercise are included (p. 58) 
in The Dairy Industry and the AAA. The reason is not clear, for the buy- 
ing prices include excess milk sold at lower prices. Soon a different set of 
margins, said to have more significance, is given. But, even these must 
be interpreted along with margins on cream, and milk sold at wholesale. 
What significance then can the first “spreads” have, and why include 
them? In like manner, considerable material seems to have been included 
merely because it was available, at least it is not made clear how it is 
vital to the discussion. 

The AAA efforts to aid the dairy industry are the occasion for this book, 
but nine of the fifteen chapters could have been written had there been 
no AAA. The analysis of milk marketing might have been improved had it 
been unrelated to AAA activities. “Final conclusions on some of these 
issues (involved in agreements and licenses) will be reserved until after 
another year’s experience in dealing with these problems” (p. 152), hence 
this limited treatment. At this time “a clear statement and analysis of 
the issues” is needed. 

Of the six chapters devoted directly to the AAA, one (I) relates the 
origin of AAA and how dairy products were included. Two (IV and V) 
chronicle the activities and the difficulties of the AAA in its program of 
market agreements and licenses for fluid milk. The original policy in regard 
to such markets was modified with the announcement of a new policy on 
January 8, 1934. Under this new policy prices of fluid milk were to be held 
in line with other dairy product prices. The new policy failed, it is said, 
primarily because a production control program for dairy products was 
not adopted. “With no parity prices for butter and cheese, there could be 
no parity price for fluid milk if all prices were to be kept in line with 
each other” (p. 122). This is, of course, true, but was it necessary to secure 
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parity prices for fluid milk? Might not much have been accomplished even 
though fluid milk prices were not raised to parity? What of the failure 
to hold to a competitive price policy as a cause of the lack of success of 
the new policy? 

The programs of the AAA for dairy products other than fluid milk are 
dealt with in Chapter XII, and the proposed production control program 
for all dairy products is discussed in Chapter XIII. Of this program it is 
said, “Granted that it could have been carried out as planned and with 
average crop yields, it would have reduced production and raised prices 
more than enough to offset the depressing effect of the processing taxes” 
(p. 388). The following paragraph, apparently in support of this conclu- 
sion, states that creamery butter production in 1934 was only 6 per cent 
less than that of 1933, but average butterfat prices in 1934 were 21 per 
cent higher. This evidence is questioned by noting that “the speculative 
market’s first reaction is to exaggerate the response to changes in the sup- 
ply and demand for butter” (p. 389). The final chapter—Summary, Ap- 
praisal, and Outlook—states that, “there is nothing much that can be 
definitely set down.” 

Much of the book does not treat directly with the AAA. Chapters II 
and III describe the dairy industry, with special reference to its situation 
during 1930-33. An analysis of the problems of fluid milk marketing is 
attempted in Chapters VI-X, with Chapter XI devoted to work of State 
Milk Control Boards. The problem of production control is treated in 
Chapter XIV as one of smoothing “irregularities in output and prices of 
dairy products” (p. 397) rather than as one of raising the income of the 
dairy farmer—the aim of the plan presented to the industry by AAA. 
Perhaps it is this concept of production control that leads the author to 
hold that, “a vigorous outlook and adjustment program” would be sufli- 
cient “without resort to positive production control” (p. 433). 

The dairy industry is said to have experienced “very great changes” 
during the years 1930-33, the “most striking” of which “were in prices and 
income; but basic to these were changes in production and consumption” 
(p. 60). This suggests increased production and reduced consumption as 
the causes of low dairy prices. Can this be, since “each year we literally 
eat the butter and cheese we produce?” Yet we find later that, “dairymen 
have realized that increased production and reduced consumption are what 
brought butter and cheese prices down .. .” (p. 350). 

Including changes in consumption among the “most striking” changes 
of the years 1930-33 suggests greater variation in per capita consumption 
than actually occurred. “The falling off of employment undoubtedly 
greatly reduced the demand for butter” (p. 78). However, this is moder- 
ated by stating that because the “demand for butter is relatively elastic” 
the price fall was less than it would otherwise have been. This seems very 
unimportant in view of the 4.6 per cent increase in butter consumption 
between 1929 and 1932 as compared with the 57.8 per cent decline in 
factory payrolls. Of almost equal unimportance may be the references 
to oleomargarine. 

About one-third of the book is devoted to an analysis of fluid milk 
marketing. The approach is through the intriguing problem of finding an 
economic explanation of why different portions of a single can of milk 
delivered in a city sell for different prices. This is, “The most fundamental 
of all problems in milk marketing” (p. 152), and “The fundamental reason 
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for the foregoing system of price differentials according to use is the differ- 
ence in cost of transporting milk, cream, and butter” (p. 153). This does 
not sound convincing where the different prices apply to different parts of 
milk delivered in the same can; neither do sanitation requirements or by- 
product differentials. Milk distributors must carry daily reserves, which 
may later be made into butter and cheese and thus bring less than if sold 
as fluid milk. This is said to modify price differentials but not to be a 
fundamental reason for them. However, it is not made clear why milk 
required for reserves should not be paid for at the same price as milk 
actually sold as fluid milk. 

The problem arising from seasonal variation in production and efforts 
to meet these problems through such devices as “base ratings” are dis- 
cussed in Chapter VII, some operating problems of fluid milk markets 
are dealt with in Chapter VIII. The author recognizes that several of 
these problems have arisen out of operations of producer associations, but 
never clearly separates these problems from those inherent in fluid milk 
marketing. 

Similarly the devices that have come into use in fluid milk markets are 
not separated into those essential to the operation of a market and those 
— from efforts of producer-associations to exercise some degree of 
control. 

While many problems are touched upon in this book, little of the mate- 
rial is new. The selection and organization is not such as to leave the 
reader with a clear understanding of the relative importance of these 
problems and possible solutions. 

Don 8S. Anderson 
University of Wisconsin 


Howard, Lady Louise E. (Matthaei), Labour in Agriculture: An Inter- 
national Survey. 339 pp. London: Oxford University Press, H. Milford, 
1935. Issued under the auspices of the Royal Institute of International 
Affairs. 


This book, although it has its limitations, may well be termed the first 
comprehensive survey of the world situation of any type of agricultural 
labor. The author has been handicapped by the lack of adequate, accurate 
and comparable information concerning such labor facts and has been 
unable to include a discussion of agricultural labor in some important 
countries. Russia was “deliberately” omitted on the ground that “a great 
deal of information now exists on the Russian social experiment.” This 
complete omission is to be regretted. 

The work appears fundamentally more European in conception and 
treatment than was probably intended. This is probably because of the 
nature of the resources, comparatively abundant as they were, that were 
available to the author. Only limited references are made to Canadian and 
American conditions because of relative paucity of information. More 
attention is given to those of Australia and New Zealand, with emphasis 
upon developments there in labor organization and collective bargaining. 
Consideration of agricultural labor matters in other non-European coun- 
tries is usually rather scattering because of scanty stocks of information. 
The author gives no bibliography as such, but numerous references to 
sources of information are included. 

Lady Howard’s volume is easily read by a student of social and eco- 
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nomic matters. Some of the technical terms are almost unknown in the 
United States because we have not as yet developed practices or situations 
giving rise to their use, nor have we much knowledge of their existence 
abroad. American need of increased knowledge and better understanding 
of foreign agricultural labor practices and conditions is thereby indicated. 
Those who read this book will have made a good beginning toward such 
an understanding. 

The author is plainly responsive to the social and economic difficulties 
of the agricultural labor classes, and sympathetic with most projects 
for their betterment. She seldom, however, lets her feelings sway her in 
her able presentation of existing situations, their historic and economic 
backgrounds, arguments for and against existing practices, and in drawing 
rational conclusions. She has apparently a sound knowledge of the eco- 
nomic conditions, possibilities, and limitations of the employing farmers. 

Lady Howard begins her book with statements of the basic laws gov- 
erning agricultural production and work. 

Part II deals with “The Agricultural Economy.” The great variety of 
modern agricultural crops and systems and practices is shown to defy any 
adjective except kaleidoscopic. The importance of the wage-paid laborer 
to world agriculture is brought out by estimates. The world population is 
stated to be 2,013,000,000, of which nearly two-thirds are engaged in agri- 
culture, in fractions varying from one-fourth to three-fourths of the 
population of individual nations; and from one-tenth to two-thirds of 
those so engaged are wage workers. 

Part III deals with “Conditions of Work and Life of Agricultural La- 
borers.” Contracts, or working agreements, laws dealing specifically with 
agricultural labor, hours of work, housing, education, rights of association 
and combination, collective bargaining, and the agricultural trade move- 
ment are discussed. To present properly the setting of the agricultural 
laborer some attention is given also to other elements of the industrial 
and agricultural population. 

Part IV takes up “Economic Conditions.” Wages, labor efficiency, and 
labor demand and opportunity of employment in agriculture are given 
attention. 

In Part V, Lady Howard draws conclusions and suggestions. All facts 
mustered, she concludes, demonstrate the poor position of the wage-paid 
agricultural worker—his poverty, and lack of social and economic oppor- 
tunity, despite a measure of improvement since the World War. She notes 
that part of the situation is due to the not far different plight of the farm 
operator. She suggests certain measures on behalf of the wage-paid laborer, 
some of them to be carried out by the employers, and many by public 
resources. The measures include shortening of working hours; protection 
against occupational hazards of accident, disease, and unemployment; 
remuneration comparable to that of other industries; rights of organiza- 
tion equal to that of other laborers; measures to eliminate unnecessary 
fatigue; better educational opportunities; better housing; elimination of 
systems of indebtedness fostering peonage. 

The author’s final statement and prophecy make the closing paragraph 
worth quoting. “Agriculture is a world activity; therefore the treatment 
of agricultural labor is an international responsibility. The acuteness of 
agricultural commercial competition is more influential than the diversity 
of methods of production, for prices are levelling things and prove singu- 
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larly disregardful of local or regional difficulties. The history of agricul- 
tural labor impels us to recognize the great need for protecting the agricul- 
tural worker, and not least the wage-paid worker, whether from the greed 
and cupidity of the mere profit-seeking interests or from the inevitable 
pressure on fair-minded employers of world competion, to which they must 
submit and in accordance with which they must sell their products. For 
if agricultural production is a world affair, without a labor policy it is 
meaningless; human labor is the preponderating instrument in the carrying 
on of cultivation, and agriculture will stand or fall by the use it makes of 
its labor.” 

Appendices deal with the “agricultural ladder,” supplemental notes on 
agricultural labor contracts, agricultural labor in tropical and sub-tropical 
countries, hours of work, agricultural laborers’ strikes and protests, and 
nature of wage-paid agricultural workers’ income. Conventions, recom- 
mendations, and resolutions of the International Labor Office in relation 
to farm labor are also given. 

The author considers that in her book she has “made a fairly thorough 
survey of the outstanding features of the agricultural labor situation 
considered as a world problem.” And so she has, in that she has treated 
matters of most interest to Americans at present. As she has pointed out, 
agricultural labor conditions in certain countries received very little 
treatment because of lack of information concerning them. American 
students will regret this because of our increasing desire for well-rounded 
knowledge of agricultural life and production and conditions in countries 
competitive with American farmers in foreign markets and even in our 
domestic markets. These countries include in particular those of South 
America. Similarly, information concerning agricultural labor of Oriental 
countries would have been welcome because of our increasing commercial 
contacts with these countries. It may well be that properly to treat Ori- 
ental labor conditions a separate volume would be required to give Occi- 
dentals a better understanding of Oriental practices which in many 
ways are founded on philosophies entirely different from those of the 
Occident. 

Josiah C. Folsom 
U. 8. Department of Agriculture 


Land Planning, by Lewis C. Gray. Public Policy Pamphlet No. 19, Uni- 
versity of Chicago Press. 1936. 37 pp. Introduction by Harry D. 
Gideonse, editor. 

Some of the subtitles in this excellent analysis are as follows: principles 
of land planning; past land policies; recent activities in land planning; 
some major factors influencing land requirements; land needed for par- 
ticular uses; recommended lines of action; the land program. 

The author points out that until the recent activities of the present 
administration, the most outstanding modifications in the federal land 
policy have applied largely to non-agricultural lands. The work of the 
land planning committee instituted under the National Resources Board 
and continued under the National Resources Committee has included all 
phases of land problems. 

_ The need for land reform at numerous points is emphasized and some 

indication as to possible approach to reform is set forth. One of the most 

Sapient observations may be pertinently quoted at this point: “There is 
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danger that the planning movement will become bogged down by an 
attempt to make it at once logically all-inclusive.” 

A comment by the editor seems to the reviewer to be correct. It follows: 
“This pamphlet should be required reading for those who, in the heat of 
recent political strife, are tempted to discuss all interference with laissez 
faire in land ownership as alien to American tradition. . . . The broad 
program now under consideration is an outgrowth of well-established 
historical trends.” 

C. L. Stewart 
University of Illinois 


Cartel Problems, by Karl Pribram. Washington: The Brookings Insti- 
tution, 1935. Pp. ix, 287. $2.50. 


Here is a book which agricultural economists may be inclined to pass 
by as of little interest to them. As far as the reviewer recalls, the word 
“agriculture” does not appear in the entire text. Nevertheless, Doctor 
Pribram presents a penetrating analysis of a problem which is of as vital 
importance to the future of American agriculture as to the future of other 
industries. Agricultural planning in its broader aspects must concern 
itself quite as much with the effects of monopolistic tendencies in other 
industries as with the technical problems pertaining to agriculture itself. 

Doctor Pribram concerns himself not with an exhaustive description 
of cartels and their operations but rather with an analysis of their eco- 
nomic background and with the implications of cartelization and allied 
forms of industrial combination upon the economic and social fabric. 
In considering the nature of cartels, he distinguishes between them and 
other types of industrial combination. He excludes from the cartel classi- 
fication on the one hand those trade associations where there is no loss 
of freedom of the individual members and little trace of monopoly, and 
on the other hand those combinations where financial independence of 
the constituent organizations is completely lost. The term cartel is re- 
served for those associations where the financial independence of the 
constituent members is maintained and yet there is an important loss of 
their individual freedom in producing and marketing their products. He 
further holds that associations whose agreements relate to “the money 
exchange system,” that is, associations which concern themselves only 
with price fixing, regulation of selling terms and protection of privileged 
prices are not strictly of the cartel type. Only those associations having 
control over their members in the “real exchange” field are cartels, strictly 
so-called. The view is stressed that “cartels are generally ruled by the 
idea of the over-capacity of an industry to supply the needs of its market, 
and of the need for collective regulation of production. . . .” He maintains 
that cartels, along with some other types of associations, are to be con- 
sidered as a means of collective action for the avoidance of risk. 

In Chapter 3 various aspects of cartel policy are discussed. In general, 
the policy is to maintain the existence and further the profit-making 
interest of all member concerns. “This objective is pursued through control 
of the market, which means essentially control of price and control of 
market supply. . . . If any priority of importance is to be assigned, it 
should perhaps go to price control... .” An examination of the policy of 
cartels regarding outsiders, their export policy, their price policy, and 
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finally cartel policy as contrasted with the policies of unified combinations 
is made. It is pointed out that during times of depression cartelized prices 
fall less than do prices of other goods, whereas they rise less in times of 
prosperity. This latter characteristic Doctor Pribram finds difficult to 
explain. Its explanation “. . . cannot be found in any simple, rational 
principles of economic behavior.” 

If the reader, through lack of interest in industrial organization and 
operation, should find Chapters 2 and 3 somewhat dull, he should not 
put the book aside, for it is in the following chapters, especially Chapters 
4, 5, and 8 that one finds the real heart of the book, insofar, at least, as 
the non-industrial economist is concerned. These chapters are entitled 
respectively: “Varying Interpretations of the Cartel Movement,” “Eco- 
nomic Effects of Cartelization,” and “The Wider View.” Among other 
things it is pointed out that “Instead of stabilizing business fluctuations, 
cartels, especially those of basic industries, are likely to aggravate crisis 
and delay recovery, and probably force up expansion of output in pros- 
perity periods, thus preparing the ground for more violent reactions than 
might obtain under a system of outright free competition.” It is also 
stated that “Economic reasoning cannot but recognize the paradoxical 
fact that collective monopolies, though conducive to increased rigidity of 
the economic system, and, consequently, impairing the reestablishment of 
general economic equilibrium in depression periods, are nevertheless the 
‘legitimate’ offspring of such periods, in the sense that they are generated 
by the need for economic self defense and for avoiding self-destructive 
competitive strife.” 

After a consideration in Chapter 6 of the relation between cartels and 
the state and in Chapter 7 of codes and cartels, the author proceeds with 
the final chapter entitled “The Wider View.” It is here that he considers 
briefly the possible lines of further economic development in the United 
States in the light of cartel experience. To quote him in part: 


Looking forward there may be perceived three main alternative lines of develop- 
ment of future economic organization within a capitalist system: .. . relatively full 
maintenance of free competition; what may be termed self-government of indus- 
tries, resulting in . . . the gradual development of a system of collective monopolies; 
and some sort of planned economy controlled by a central governmental authority. 


Without endorsing all implications of the materialist interpretation of history, 
one is tempted to suggest the view that the ultimate decision will rest with the 
frequency and severity of business depressions. .. . 


In the opinion of the reviewer, there are but few points where the 
author’s views are subject to serious enlightened criticism. One may 
question whether cartels may properly be regarded primarily as means of 
risk-avoidance. Nevertheless, the author’s major conclusions aré in no 
wise dependent upon the acceptance of this concept. The thought is a 
challenging one, however, particularly if one tries to reconcile the idea 
of increasing group profits through risk avoidance with the concept of 
profits as a payment for risk bearing—an imcompatability which Doctor 
Pribram does not mention. 

One may also question whether it is consistent to view price control 
as the primary objective of cartel policy and yet rule that purely price- 
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fixing associations are not, strictly speaking, cartels. Again the author 
lays much stress on the distinction between cartel policy and the policy 
of “unified combinations,” or trusts. It would seem that most of these 
distinctions do not hold in case of trusts which exercise a degree of mo- 
nopoly commensurate with that of the cartels with which they are 
compared. 

Doctor Pribram is at a loss to explain why cartelized prices should not 
rise more rapidly during periods of business expansion. His difficulty 
appears to be the result of an attempt to explain cartel price policy in 
terms of monopolistic action which aims to maximize profits. To the 
reviewer it seems that the price policy may better be viewed as the result 
of that fallacious reasoning which holds that market price should always 
equal or exceed accounting costs and that depressions are due to general 
over-production. What is more natural than that groups imbued with 
such ideas should attempt, during periods of depression, to maintain their 
prices at a level about equal to the unit cost of production as indicated 
by accounting methods, and that during subsequent revival they should 
react to an increase of demand by producing and selling more at the 
existing prices, rather than by raising prices and continuing the drastic 
curtailment of production? 

The reviewer is inclined to question whether Doctor Pribram has shown 
that “as long as there exists in a capitalist economy a prevalent trend 
towards expanding markets, free competition can easily be maintained 
in most areas of industry by appropriate legislative and administrative 
measures.” It is, of course, true that during such periods certain aspects 
of the competitive ideal, such as the full utilization of productive 
resources, are more nearly fulfilled. But when all aspects are considered 
is it not as difficult to maintain competition during a period of expanding 
as during a period of contracting markets? 


E. J. Working 
University of Illinois 


Land Settlement. A report prepared for the Carnegie United Kingdom 
Trustees, by A. W. Menzies Kitchin, T. and A. Constable, Ltd., Edin- 
burgh (1935). 

In common with many other nations there is a belief in Britain that 
the settlement of the unemployed on land is an easy solution of the unem- 
ployment problem. Since about £200,000,000 of farm products are 
imported annually, the nationalist argument for less importation and 
more production at home tends to reénforce the case for relieving unem- 
ployment by creating more farms. To study the wisdom of land settle- 
ment, not only as a relief measure, but as a broad social policy, the 
Carnegie United Kingdom Trustees employed Mr. A. W. Menzies Kitchin, 
a member of the staff of the Cambridge School of Agriculture for this 
purpose. He was released for a year and made a Report whose official 
data of publication was January 4, 1936. 

The author lays down certain basic premises. Land settlement, he says, 
cannot be considered “successful” if it does not contribute to net employ- 
ment; to displace existing farmers to make room for unemployed miners 
fails to meet this test. Merely to augment physical output of farm products 
without raising the standard of living of farmers is not enough. He also 
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warns against a policy which would result in decreased exports, thereby 
ment; to displace existing farmers to make room for unemployed miners 
or factories. He presents a clear-cut statement of what constitutes “prog- 
ress” which should be of interest to those Americans who are inclined to 


urge a large rural population for political, humanitarian, or sentimental 
reasons. 


The economic progress of a nation involves a steady increase in the output of 
manufactured goods and of services. It also involves a decline in the proportion 
of its people who are employed in producing food and other primary products. The 
inventions of the nineteenth and twentieth centuries, by expanding and assuring 
production, have put within man’s grasp the ability to acquire the leisure for which 
he has struggled throughout the centuries. To force him back to the land merely 
to provide employment will necessitate a return to more primitive methods of 
agriculture, and a reversal of the normal trend of economic development. To embark 
on a policy of Land Settlement without considering these possibilities is merely 
to beg the question. pp. xi-xii. 


After weighing the evidence pro and con he says: 


The conclusion, arrived at with great reluctance, is that a large-scale policy of 
Land Settlement in this country cannot be justified on economic grounds, and can 
have little influence in solving the problem of unemployment. If, on the other hand, 
settlement were undertaken for social or political reasons, it will require support 
either by dearer food prices or by direct subsidies. Whether the advantages of such 
settlement will outweigh the very considerable cost is a problem of social planning 
which must be decided by the politician rather than by the economist. p. xii. 


With this conclusion the Trustees are not in full accord as stated by 
Lord Elgin in the Foreword to the Report. The small holdings movement 
is actually going forward and they propose to see it through “frankly 
as an experiment.” They hope it will succeed “under cooperative condi- 
tions.” They differ from Mr. Kitchin because “they attach the greatest 
importance to the human aspect of the question—a side which Mr. 
Kitchin’s report does not purport to deal to any extent.” (p. viii) The 
a between “economics” and the “human aspects” has a familiar 
sound! 

One reason for looking with suspicion on the economic soundness of 
land settlement is that technical progress has reduced the number needed 
to produce food and fibers. In fact most countries are struggling with the 
problem of the farm “surplus,” yet there is the curious phenomenon of 
public stimulation of a movement designed to aggravate the “surplus.” 
The author cites the downward trend in agricultural populations, even 
in Italy, and calls attention to the decreasing total population of Britain 
to prove that demands upon agriculture will be even less instead of 
greater in the future. It is predicted that the peak in population of Britain 
will be reached in 1936 and from then on there will be a decline from 
45 million to about 33 million in 1976. 

As a creditor nation Britain must accept imports for interest payments 
on foreign investments, and these must be agricultural products where 
such investments have been made in agricultural nations. Furthermore, 
she cannot expect to export manufactured goods and not receive raw ma- 
terials in exchange. To curtail agricultural imports is to set in motion a series 
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of repercussions which have already affected such nations as Denmark and 
The Netherlands but will also affect British finance and manufacturing. 
However, the Trustees claim that their experiment will not be extensive 
enough to have adverse influences on foreign or home markets. 

However, Mr. Kitchin also attacks the problem from the standpoint of 
the economics of the small holding, the type of farm contemplated in land 
settlement plans. These range from 2 acres in intensive gardens with 
or without “glasshouse production,” or 3 to 4 acres for intensive poultry 
units, to 20-50 acres devoted to diversified agriculture, dairying, sheep, 
or poultry. After reviewing land settlement legislation in other countries 
and noting the political rather than economic reasons which dominate 
some of these movements, the author describes the small holdings as they 
exist in the various counties of England. He examines the economic con- 
ditions under which vegetables, pigs and poultry are produced. He fears 
over-production in certain of the crops and products peculiarly adapted 
to small holdings or the competition of more economical production of 
the same crops on larger or “family” farms. Students of farm organization 
will find these particular chapters (5 to 8 inclusive) very interesting. His 
conclusion is that “the opportunity for additional settlement in Great 
Britain either from the wider issues of economic policy or from the more 
specific considerations of the small holding as a unit of agricultural 
production is largely illusory.” (p. 114) 

The author was requested to make suggestions as to methods and 
techniques of land settlement. This he does in Chapter 9, which deals 
with costs of and incomes from holdings, the cost of establishing these 
tracts, their size, methods of financing, etc. Since so much emphasis has 
been laid on the need for cooperation as an element of success his com- 
ments on this subject are interesting. Earlier in his discussion (p. 25-27) 
he calls attention to the fact that the growth of cooperation in Britain 
has been insignificant compared to continental Europe or the United 
States and examines the reasons. To secure better cooperation among the 
settlers on small holdings he suggests that the compulsory sale and pur- 
chase through a central agency be made an integral part of the scheme 
and be included as one of the conditions of tenure (p. 121). He also 
suggests a “degree of control over production.” Leasehold tenure is the 
accepted form. 

Although the author advises against general land settlement he is 
in favor of subsistence homesteads, and the Trustees agree with this 
conclusion. After a brief discussion of subsistence homesteads in the 
United States and Germany he proposes a similar plan for Britain. Since 
the food grown would be used at home the production on these small 
plots would not compete with other farmers; in fact money so saved will 
be used to purchase other goods. The costs of setting up such homesteads 
would be nominal. However, he recommends them to supplement existing 
unemployment relief which is different from the purposes usually given 
in the United States where the part-time farming has been emphasized 
with decentralized industries furnishing the employment. 

George S. Wehrwein 


University of Wisconsin 
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(Eprtorta, Note: Mr. 8S. W. Mendum, Bureau of Agricultural Economics, U.S.D.A., 


Washington, D.C., is the associate editor in charge of news items. Address news notes 
to him.) 


American Institute of Cooperation 


The Twelfth Annual Session of the American Institute of Cooperation 
will be held June 15-19 at the University of Illinois, at Urbana. In con- 
nection with the Institute, four special courses for graduate students will 
be offered for a period of four weeks, beginning June 15 with registration 
on June 13. The courses offered will be in cooperative marketing, dairy 
marketing, livestock marketing, and fruit and vegetable marketing. These 
courses will be in charge of the local staff supplemented by guest speakers. 

The morning sessions of the Institute will be devoted to problems and 
issues in which all cooperatives are interested. Following the general 
forenoon meeting the afternoon sessions will be given over to intensive 
sectional discussion for the various commodity interest groups. The princi- 
pal sessions will be devoted to livestock, dairying, grain, fruits and vege- 
tables, eggs and poultry, credit, and cooperative purchasing. Special 
conferences during the week will be arranged for vocational agricultural 
teachers, county agents, local officials of credit organizations, and others. 

The evenings of June 15 and June 18 will be devoted to discussions of 
“International Trade” and “Agricultural Policies.” The entire day June 
19 will be devoted to the subject of Agricultural Adjustments. A series 
. — on the “Philosophy of Cooperation” will be given throughout 
the week. 


New Farm Program 


Under the Soil Conservation and Domestic Allotment Act of 1936, there 

have been numerous changes in assignment of personnel and in the details 
of the program for the Agricultural Adjustment Administration. Mr. 
Chester Davis went to Europe to explore the possibilities of enlarging 
markets for the major export crops. Mr. Howard R. Tolley was appointed 
acting Administrator. Instead of the commodity divisions, the country 
has been divided into five regions each with a director in charge of the 
program in the region: Cully A. Cobb will be in charge of the Southern 
Region, George E. Farrell of the Western Regions, Gerald B. Thorne of 
the North Central Region, and John B. Hutson of the Northeastern and 
the East Central Regions. The fundamental purposes of the new Act were 
defined by President Roosevelt when he signed it. The President said, 
“The new law has three major objectives which are inseparably and 
of necessity linked with the national welfare. The first of these aims is 
conservation of the soil itself through wise and proper land use. The 
second purpose is the reestablishment and maintenance of farm income 
at fair levels so that the gains made by agriculture in the past three years 
can be preserved and national recovery can continue. The third major 
objective is the protection of consumers by assuring adequate supplies of 
food and fiber now and in the future.” 
_ The national goal of the tentative program for 1936 calls for an increase 
in the area of crop land in soil-conserving and soil-building crops such 
as grasses and legumes from the 1930 level of about 100 million acres to 
about 130 million acres. 
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Research Program in Soil Conservation Service 


A cooperative research program has been started by the Soil Conserva- 
tion Service and the Bureau of Agricultural Economics of the U. S. 
Department of Agriculture and the State Agricultural Experiment Sta- 
tions, to determine more accurately the economic and social benefits 
resulting from the application of soil conservation and erosion control 
practices. The research program will be on a national basis and will 
be under the immediate supervision of Dr. Walter J. Roth, who is in 
charge of economic and rural life studies. Until recently Dr. Roth has 
been a member of the staff of the Division of Farm Management and 
Costs, Bureau of Agricultural Economics. 

Dr. James T. Jardine has been appointed Director of Research in the 
United States Department of Agriculture and will continue as Chief 
of the Office of Experiment Stations. Dr. Jardine will have general admin- 
istration of the Special Research Fund made available by the Bankhead- 
Jones Act of 1935. 


Appointments at Massachusetts State College include the following: 
Research assistants, part-time, Miss Marjorie Carey and Mr. W. T. 
Smith; technical assistants in extension, Miss Marjorie Waite and Mr. 
Robert Tetro. Mr. A. A. Brown has taken the position of assistant research 
professor during the absence on leave of Mr. Ronald Mighell. 


The annual Country Life Institute is to be held at Ames, June 22-24, 
1936. Nationally prominent leaders in the social sciences and agriculture 
will be guest speakers. Several hundred agricultural leaders will lead and 
take part in the discussions. 


Special Iowa State Summer Courses 


Regional land policy advisers including I. G. Davis of Connecticut 
State College, C. A. Wiley of the Regional Land Use Planning Section, 
Montgomery, Alabama, Lowry Nelson of Utah State Agricultural Col- 
lege, and Bushrod Allen of the U. S. Department of Agriculture will be 
guests of Iowa State College this summer and take part in Professor 
Wehrwein’s seminar on land use policy and problems. Land use specialists 
of the Resettlement Administration staff from north and south central 
states will attend these seminars. 


Professor G. 8. Wehrwein of the University of Wisconsin will be guest 
professor at Iowa State College from June 16 to July 24, 1936. He will 
offer a special three weeks course in land use for county agents, a six 
weeks course in land income and policy, and a seminar on land use policy. 


Dr. R. A. Fisher, Galton professor of eugenics, University College, 
London University is to be guest professor at Iowa State College for 
the 1936 summer session, June 16 to July 24. Dr. Fisher will offer 
special work in the logic of experimentation, statistical procedure, and 
experimental design. In addition he will hold special conferences to assist 
students with individual research problems. 


Recent Developments in Work of the Foreign Agricultural Service 


Mr. Arthur W. Palmer, Principal Marketing Specialist, Bureau of 
Agricultural Economics, has been selected to make an intensive study 
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of the demand for American cotton in European countries and of the 
competition met by American cotton from other growths. He will make 
his headquarters in the London office of the Foreign Agricultural Service 
but his work will involve considerable travel in Continental European 
countries, as well as the United Kingdom. Mr. Palmer will sail for London 
the latter part of June or the first part of July. 

Prior to Mr. Palmer’s departure, Mr. Fred Taylor, Cotton Specialist of 
the Foreign Agricultural Service, has begun certain special technical 
investigations in regard to European cotton consumption and markets. 
Mr. Taylor’s investigations will extend over a period of approximately 
four months. He sailed for London on April 3. 

Mr. Paul G. Minneman, Senior Agricultural Economist in the Tobacco 
Section of the Agricultural Adjustment Administration and formerly with 
the Division of Farm Management of the Bureau of Agricultural Eco- 
nomics, has accepted a position of Assistant Agricultural Attache in the 
London office. Mr. Minneman will devote the major part of his time to 
an investigation of the demand situation for various types of American 
tobacco in the United Kingdom and on the Continent. He will sail for 
London in May. 

The work of the Export-Import Section of the Agricultural Adjustment 
Administration was transferred to the Foreign Agricultural Service Divi- 
sion of the Bureau of Agricultural Economics as of March 1. The work 
of this section will continue to involve particularly studies of export 
subsidy proposals under Section 32 of the Agricultural Adjustment Act 


which was reenacted in the new Domestic Allotment and Soil Conservation 
Act. 


Mr. Loyd V. Steere, Agricultural Attache in charge of the Berlin office 
of the Foreign Agricultural Service, attended the January meeting of 
the League of Nations Nutrition Committee in Geneva as an observer 
for the Department of Agriculture. 


A statistical committee has been appointed in the Bureau of Agricul- 
tural Economics to study the collection, compilation, and publication of 
the bureau’s statistical data. Dr. F. V. Waugh is chairman of the new 
committee of which O. C. Stine, Joseph A. Becker, F. L. Thomsen, C. F. 
Sarle, and Mordecai Ezekiel are members. Besides a general survey the 
committee will study the several kinds of problems in detail. 


The Division of Agricultural Finance, Bureau of Agricultural Eco- 
nomics, is directing an extensive study of official county data on farm 
mortgages filed and released, farm land transfers and values, and farm 
real estate taxes, sponsored by the Works Progress Administration (Pro- 
gram 11). Work will be done in about 1000 counties. 


Under authority of the Bankhead-Jones Act a small research project 
has been set up in the Division of Crop and Livestock Estimates under 
the direction of Dr. Charles F. Sarle for the purpose of discovering funda- 
mental principles for use in the regular research work of that Division. 
The project includes (1) Statistical analysis of the apparent influence 
of weather and other factors on yields per acre of wheat and corn; (2) 
A historical survey and critical analysis of previous work done toward 
making long-range weather forecasts and a statistical study of the plane- 
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tary and lunar positions with relation to terrestrial weather. Mr. Harry 
F. Page, associate meteorologist, will be directly responsible for the work 
relating to long-range weather forecasting. 


A New Quarterly Journal 


A quarterly journal, Rural Sociology, is being established this year 
by the rural sociology section of the American Sociological Society. The 
managing editor of this journal, which is to be published at the Louisiana 
State University, is Professor T. Lynn Smith of Louisiana State Uni- 
versity. The editors are: John H. Kolb of the University of Wisconsin; 
C. E. Lively of Ohio State University; Lowry Nelson of Utah State 
College (now on leave and with the Rural Resettlement Division, Wash- 
ington, D.C.); Dwight Sanderson of Cornell University; and Carle C. 
Zimmerman of Harvard University. The price is $2.00 per year. The maga- 
zine is established for the purpose of publishing and disseminating scien- 
tific studies of rural life. Louisiana State University is the guarantor. 
The only qualification which the University has put upon the editors is 
that the magazine must attempt to establish itself as quickly as possible 
as an authoritative expression of the best thought in the field of rural 
sociology. Carefully prepared and thoughtful manuscripts in this field 
should be sent to T. Lynn Smith, Louisiana State University, Baton 
Rouge. Subscriptions are accepted at the above address. 


Deaths 


Director Charles A. Keffer of the Agricultural Extension Service, Uni- 
versity of Tennessee since its beginning in 1914, died December 31. Mr. 
C. E. Brehm succeeds Dr. Keffer. 

Mr. Charles E. Bassett, one of the first staff of the Office of Markets, a 
specialist in cooperative organization from 1914 to 1918, died at Fenn- 
ville, Michigan, December 20, 1935. 

Dr. Charles Gooze, associate economist in the Land Litigation Division, 
Resettlement Administration, died very suddenly on Monday, March 23, 
at Washington, D.C. Dr. Gooze was a native of Detroit, graduated from 
Detroit City College, received his doctorate at Clark University, and 
came to the Department of Agriculture as an economic geographer about 
two years ago. He was 29 years old. 

Miss Lorian Jefferson, associate research professor in agricultural eco- 
— at Massachusetts State College, retired, passed away December 

Dr. Kenyon L. Butterfield died at Amherst, Massachusetts, after a 
brief illness on November 26, 1935. His life work was devoted to the 
improvement of rural life in America. 


Personnel Notes 


Mr. H. O. Anderson, who recently obtained his Master’s degree at the 
University of Minnesota, is now with the Resettlement Administration, 
Washington, D.C. 


Dr. Carleton P. Barnes has returned to the Division of Land Economics, 
Bureau of Agricultural Economics, after service with the Land Policy 
Section, Agricultural Adjustment Administration, and more recently with 
the Resettlement Administration. 
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Mr. Virgil C. Childs has been appointed Agricultural Statistician for 
Texas with headquarters at Austin, Texas, in place of Mr. C. H. 
Robinson. 


Mr. Melville H. Cohee, who has been a member of the staff of the Coon 
Valley, Wisconsin, erosion control project of the Soil Conservation Service 
of the United States Department of Agriculture, in charge of education 
and information with headquarters at La Crosse, has been transferred 
to the Washington office of the Service. He will have general charge of 
education and information for all the erosion control projects. 


Mr. John F. Dowler, formerly of the Department of Rural Economics, 
Ohio State University, is now with the Resettlement Administration at 
Champaign, Illinois, in charge of farm management work for that district. 


Dr. L. R. Edminster has been transferred from the Agricultural Adjust- 
ment Administration to the Trade Agreement Division, Department of 
State, Washington, D.C. 


Mr. H. H. Erdmann, who is now in the employ of the National 
Resources Committee in Washington, D.C., has been appointed Assistant 
Professor of Marketing at the University of Wisconsin. 


Mr. J. William Firor, head of the Department of Rural Organization 
and Marketing, University of Georgia, is on temporary duty with the 
Agricultural Extension Service as Leader of the Agricultural Program 
Planning Project for Georgia. 


Mr. F. W. Gist, Agricultural Statistican for Alabama, has been retired 
from service. Except for one year (1910) when he was Secretary of the 
State Board of Agriculture of Oklahoma, Mr. Gist has been in the sta- 
tistical service of the Department of Agriculture since 1906, but his gov- 
ernment service began in 1890 in the Census Bureau. 


Mr. Roy M. Green, in charge of research and teaching in marketing and 
agricultural finance at Kansas State Agricultural College 1920-34, has 
been appointed head of the Division of Agricultural Finance, Bureau of 


| Agricultural Economics. In 1934, Mr. Green was vice-president of the 


Wichita, Kansas, Production Credit Corporation, and last year has been 
in charge of the Grain Section of the Cooperative Division of Farm Credit 
Administration. 


Mr. Robert F. Martin, formerly Senior Economic Analyst in the Re- 
search Division, Department of Commerce, is with the National Industrial 
Conference Board, New York City, studying national income and world 
stocks, prices and controls of primary food stuffs and raw materials. 


Mr. Nils A. Olsen was recently elected vice-president of the Equitable 
Life Assurance Society of the United States. Mr. Olsen has for the-past 
year been manager of its farm investment department. 


Mr. John B. Roberts has resigned his position of instructor in agricul- 
tural economics at Kansas State Agricultural College to accept a position 
of research assistant in marketing at the University of Kentucky. Mr. 
Roberts will conduct research chiefly in livestock and dairy marketing. 


Mr. Carl H. Robinson has been appointed head of the Division of 
Cotton Marketing, Bureau of Agricultural Economics, in place of Mr. 
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A. W. Palmer, who will study cotton consumption in Europe. Mr. Robin- 
son was Agricultural Statistician for Texas, 1930-36 and has been con- 
nected with the crop reporting service since 1919. 


Mr. O. J. Scoville, formerly a graduate student in Agricultural Eco- 
nomics at the University of Wisconsin, is now State Land Planning 
Specialist of Maine, on the staff of the Resettlement Administration. 
His headquarters are at Orono. 


W. D. Smith has been appointed Statistical Assistant for the Program 
Planning Project of the Extension Service. 


Mr. W. Mackenzie Stevens is Advisor on Cooperation in the Coopera- 
tive Commission, National Economic Council, National Government of 
the Republic of China, Nanking. Mr. Stevens advises that there are in 
China more than 15,000 officially registered cooperative societies with a 
membership well over a half million persons. Prior to going to China, 
Mr. Stevens was a professor of marketing at Louisiana State University. 


Dr. F. L. Thomsen joined the staff of the Division of Statistical and 
Historical Research, Bureau of Agricultural Economics on February 1. 


For several years Dr. Thomsen has been a professor in the University of 
Missouri. 


Mr. H. H. Varney has been appointed Assistant Professor in the De- 
partment of Rural Economics at Ohio State University. His time will be 
devoted largely to dairy marketing. Mr. Varney succeeds Mr. Paul Young 


who recently resigned to accept a position with the National Dairy Prod- 
ucts Company. 


Dr. Warren C. Waite of the University of Minnesota was one of the 
representatives of the United States at an international conference on 
nutrition problems held at Geneva in February. 


Mr. Sylvan Warrington, who recently completed work for his Master's 
degree at the University of Minnesota, is now an extension economist at 
that institution. 


Dr. Carl F. Wehrwein, who has been on the staff of the Resettlement 
Administration in the Great Lakes Region, has returned to his former 


position in the Department of Agricultural Economics at the University 
of Wisconsin. 


Professor George 8. Wehrwein of the Department of Agricultural Eco- 
nomics of the University of Wisconsin, has been appointed a member 
of the State Planning Board of that state. 


Dr. Wade P. Young of the Department of Economics of Catawba 
College has been appointed Associate Professor of Rural Organization 
in the Department of Rural Organization and Marketing of the University 
of Georgia, College of Agriculture, Athens, Georgia. Dr. Young took 
over his new duties on February 1. 


The following graduates of the Department of Rural Organization and 
Marketing, University of Georgia, have accepted positions with the Farm 
Credit Administration, Columbia, South Carolina: W. N. Downs, B. M. 
Prance, and J. C. Hill. 
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